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ADVERTISEMENT, 



It is proper to apprise the reader of the following 
sheets, that they are printed verbatim from the 
original edition published in Calcutta in 1827; 
and that they form only the first part of a work on 
the important subject of taxation ; on which the 
author has been some time engaged. The preju- 
dicial effects necessarily resulting from the pub- 
lication of any work by piecemeal are too obvious 
to have been overlooked by the editor; but, on 
the other hand, the increasing popularity of a 
science, (which, for want of a more definite de- 
nomination, is still called Political Economy,) 

a 
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makes it the imperative duty of every friend of 
mankind to disseminate without delay any new dis- 
covery, calculated to correct its errors or confirm 
its truths. 

Being then convinced himself, that even this 
preliminary portion of a work in progress contains 
many such discoveries, the editor hastens to pre- 
sent it to the public ; and feels confident that the 
unprejudiced reader vnW agree with him in opinion 
that the author has diffused much new light on 
the great questions discussed ; that he has de- 
tected important errors in the doctrines of the 
somewhat too popular schools of Ricardo, and 
his over-.zeaUms disciple, M^Culloch ; and that, 
in fact, by an original review, and deep study 
of the theories of these and other dissenters 
from the orthodox principles of the founder of 
the science, Adam Smith, he has not only ex- 
posed the fallacies and blunders of the modem 
economists, but, by clearing away a few real or 
apparent discrepancies in the doctrines of their 
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Great Master, he has actually laid the foun- 
dation of A New System of Political Eco- 
nomy, which, the more it is examined, will be 
found approximating nearer to perfection than 
the most perfect of its predecessors. 
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INTRODUCTION. 



With regard to the ultimate incidence of taxes, 
there have been two schools of political economy : 
the first, that of M. Quesnay ; the second, that of 
Mr. Ricardo. According to both these schools, 
the exchangeable value of every commodity pro- 
duced and brought to market in a society, must be 
composed of one or more of the following three 
parts ; first, the wages of the labour actually em- 
ployed in producing and bringing it to market : 
second, the profits of the stock so employed : third, 
the rent of the land. The incomes of all those 
members of society, whose revenues do not com- 
pose any part of the price, or exchangeable value, of 
these commodities, must, according to both schools, 
be derived from the incomes of those whose reve- 
nues do so compose it: but the first school, or 
that of Quesnay, held, that what the proprietors of 
stock in profits, and the labourers in wages, re- 
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ceived out of the whole value, or price of the 
annual produce, could never be more than suffi- 
cient to subsist themselves, and replace the stock 
expended or invested by them in the commodities ; 
and, consequently, vsrhat farmers and husbandmen 
received out of the produce of the land could be 
no more. 

No third class could, therefore, possibly be 
subsisted out of w^hat they received from the price 
or exchangeable value of commodities ; and all the 
other classes of society, who neither labour them- 
selves nor have stock employed in producing and 
bringing to market, must consequently depend 
upon something else. But the only species of in- 
dustry that added any thing to the exchangeable 
value of the subject upon which it was employed, 
over and above what was required to pay these 
wages and profits, was agriculture ; as the price of 
its produce paid not only these wages and profits, 
but the rents of the landlords or the proprietors of 
the soil. 

This being found the only species of industry 
that paid, in the price or exchangeable value of 
its produce, any thing for the subsistence and pro- 
vision of those not directly or indirectly employed 
in it, with their labour or their stock, was by this 
school dignified with the name productive ; while 
the industry of all other classes was termed indis- 
criminately unproductive, because it did not afford 
any " produit net,' like the rent of land paid by 
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agriculture. The price or exchangeable value of 
the produce of all other species of industry paid no 
more than the wages of the labourers, and the 
profits of their stock ; and these were no more than 
sufficient to subsist and provide for the people who 
received it, and to replace the stock. 

Every man must depend for his sulMstence upon 
the produce of agriculture, which alone furnishes 
him with the absolute necessaries of life ; but iJie 
wages of the labourer, and the profits of the far- 
mer, paid out of the exchangeable value of the gross 
produce, are no more than sufficient to subsist and 
provide for them, and to replace the stock ex- 
pended ; and all the other classes of the society 
must, therefore, depend upon the ^' produit net,'' 
or net surplus produce, for their subsistence ; or 
upon that portion of the annual returns which agri- 
cultural industry gives to the landlord in rent. 
Whether they should be paid what they require 
for their subsistence, immediately by the landlords, 
or should be paid by them through the medium of 
the Government in taxes, could make no difference 
in the ultimate incidence of the burthen of their 
subsistence upon the rent of the land-proprietors. 

Doctor Smith did not, as far as regards this*^ 
subject, form a second school ; he adniitted what the 
economists, or disciples of Quesnay, had assumed, 
that manufacturing and commercial industry added 
nothing to the exchangeable value of the subject 
upon which they were employed, but what they took 

B 2 
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in wages and profits, to subsist and provide for the 
labourers and proprietors of stock, and to replace 
the stock itself; but as this industry does add the 
value of what is consumed to the exchangeable va- 
lue of the subject upon which it is employed, those 
engaged in it ought not, he contended, to be con- 
sidered as unproductive. What they produce is 
at least equal to what they consume in exchange- 
able value, though it is not, like that produced by 
farmers and husbandmen, equal to something more ; 
" and as a marriage which affords three children is 
/' certainly more productive than one which affords 
" only two, so the labour of the farmers and coun- 
" try labourers is certainly more productive than 
** that of the merchant and manufacturer. The su- 
** perior produce of the one class, however, does 
" not render the other barren or unproductive."* 
They all reproduce a value in exchange equal to 
» the exchangeable value of what they consume ; 
and ought, therefore, to be considered as produc- 
tive consumers ; while those only ought to be con- 
sidered as unproductive, who consume without 
adding a value in exchange to the object upon 
which they are employed. 
^; Wealth, Doctor Smith considered to be value in 
* exchange ; and that labour as productive which 
added any value in exchange to the subject upon 
which it is employed ;t and when his terms are taken 

• Wealth of Nations, vol. ii. p. 22. B.4. 1. 9. t Ibid. vol. ii. p. 1. 
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in the sense in which he defines and uses them, he 
is neither inconsistent nor contradictory, as Mr. 
M'CuUoch has supposed. The inconsistency and 
contradiction arises entirely from Mr. M'CuUoch's 
not understanding the terms in the sense Doctor 
Smith uses them ; for no one can suppose him so 
uncandid as intentionally to alter definitions, in 
order to adapt terms to opposite conclusions.* 

Though Doctor Smith extends a good deal the li- 
mits of productive labour, by the admission of those 
who added the amount of their wages and profits 
to the value in exchange of the subject upon which 
they were employed, while the Economistes admit- 
ted only such as added something more ; still, their 
great conclusion respecting the ultimate incidence 
of taxes remains unaffected, or rather confirmed 
by the admissions of Doctor Smith ; and we may 
search the Wealth of Nations in vain for any argu- 
nients to prove, that all taxes are not finally inci- 
dent upon the rents of land, or the produit net of 
the Economistes. On the contrary. Doctor Smith 
is sometimes led expressly to conclude, and at 
others to make admissions from which the conclu- 

* See M'Culloch's Principles of Political Economy, p. 403 to 417. The^- 
terms fallacy, contradiction, inconsistency, are all improperly applied to Doc- 
tor Smith's reasoning ; and the passage quoted from Faley, p. 410, shows only 
that the labour he describes is productive according to Doctor Smith. 

But Mr. M'Culloch has, throughout his books, confounded value in exchange 
and value in use ; and could not, therefore, understand Dr. Smith's distinction. 
Water is valuable in use, so are the services of a statesman and a soldier ; but 
water is not valuable in exchange. A diamond is valuable in exchange, but not 
always so in use. 
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sion is inevitable, that they are all so incident. 
" In all the great kingdoms of Europe, perhaps, 
*' the greater part of the revenue of the sovereign 
'' may ultimately depend upon the produce of the 
*' land ; but that dependence is neither so imme- 
" diate nor so evident."* Well might he term their 
doctrine " a very ingenious theory, supported by 
** metaphysical arguments ;t" for ingenious and 
metaphysical indeed must have been the theory 
that could impose upon a mind of such extraordi- 
nary powers. J 

" We are thus led to conclude," say the Edin- 
burgh Reviewers, '' from the admissions of Doc- 
" tor Smith, that all taxes are finally incident upon 
"the net produce; and are ultimately paid by 
** land rent, either in a diminution of the landlord's 
" rent, or in an increase of the wages and prices 
" which out of his actual rent he distributes among 
*' the other classes of the community ;" and, say 
the same Reviewers, '* no tax can ultimately 
" fall, either on the wages of labour or the profits 
'' of stock ; wherefore those which are levied on 
" consumers are all ultimately paid from rent." 

^ * Wealth of Nations, vol. iii. p. 105. B. 5. 1. 1. 

t Vol. iii. p. 263. B. 5. 1. 2. 

I Doctor Smith thought M. Quesnay, with whom he was well acquainted, 
** a man of the greatest modesty and simplicity ; and his system of political eco- 
nomy, with all its imperfections, the nearest approximation to the truth that had 
yet been publishid on the principles of this very important science. Doctor 
Smith intended to dedicate his work to him, but the death uf M. Quesnay pre- 
vented him." 

See Dugald Stuart's account of iiis life ami wiitings, p. 57. 



IntrodiLCtion. 7 

But the same Reviewers prove, that land is nothing 
but stock ; and the rent of land nothing but the 
profits of that stock ;* and taxes cannot therefore 
fall ultimately upon rent. They can therefore fall 
upon nothing — since all are agreed, that rent, pro- 
fits, and ws^eii^y are the only things upon which 
they can possibly fall. Thus EnglanJ had got rid 
of a very inconvenient burthen, which Mr. Ri- 
cardo and his disciples have unhappily brought 
back, though they have very considerately placed it 
upon a different set of shoulders. 

By the admissions of some philosophers, others 
were in time enabled to annihilate the great works 
of the Creator ; an honest English bishop,t to an- 
nihilate the material world, and believe most sin- 
cerely in the truth of his conclusions ; and an 
English philosopher and historian,:]: to annihilate 
the world of spirits, which the Bishop had left, 
and believe speculatively in the truth of his deduc- 
tions. The works and institutions of feeble man 
are not calculated to resist the force of such syllo- 
gistic Euroclydons ! 

M. Voltaire saw the evil effects of the theory of 
the Economistes, with regard to the ultimate inci- 
dence of taxes when applied to practice ; but feel- 
ing that it would be more easy and more efficacious 

• See Edinburgh Review, vol. i. p. 448. vol. iv. p. 368 to 366. vol. xiv. 
p. 54. ^ 

t Berkeley. Our great poet Byron thought the arguments of Berkeley still 
unrefuted. (See Don Juan.) Perhaps he had not read Reid, or Dugald Stewait. 

X Hume. 
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to ridicule than to refute their arguments, he em- 
bodied them in his little romance of " L' Homme 
aux quarante ecus." — " Les nouveaux ministres 
*' disoient encore dans leur preamble, qu'on ne 
*' doit taxer que les terres, parcec](iie tout vient de 
" la terre, jusqu'a la pluie; et que,^[>ar consequent, 
" il n'y a que les fruits de la terre qui doivent 
" I'impot. Les Anglais, qui ne rient guere, se 
*' sont mis a rire quand ils ont appris que les gens 
*' d'esprit avoient propose parmi nous cette admi- 
" nistration." 

The second school of political economy, or that 
cff Mr. Ricardo, rejected altogether from price or 
exchangeable value, the part which the first school 
had made to bear the burthen of supporting all 
the society not actually employed, directly or in- 
directly, in the cultivation of the land. The ex- 
changeable value of the produce of the land, like 
the exchangeable value of the produce of manufac- 
turing and commercial industry, is, according to 
this school, composed exclusively of the wages of 
the labour and the profits of the stock, actually em- 
ployed in producing and bringing to market ; * and 
as all the society must of necessity derive their 
mcomes firom this exchangeable value, they must 
all derive them in or from these wages or profits. 
Those who do not derive their incomes in the 
wages of labour or the profits of stock, actually 

* See M'CuUoch's Principles of Political Economy, 1st edition, pp.264. 
272. 282.— Ricardo, 1st edition, p. 67. 344, 345. 349. 352. 
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employed in producing and bringing to market 
the enjoyments of society, whose exchangeable 
value is composed exclusively of these wages and 
profits, must necessarily derive their incomes/rowi 
one or both of them. 

But the Wiigl^ of the labour employed in pro- 
ducing and bringing to market, can never for any 
considerable time together be more than sufficient 
to provide with the necessaries of life the labourers 
who receive them. No other income can, there- 
fore, for any considerable time together, be paid 
from these wages. All the incomes of the other 
classes of society must therefore be paid from 
profits, *' either in a diminution of their profits 
or an increase of the wages and prices, which, out 
of their actual profits, they distribute among the 
other classes of society." 

The first school threw all the burthen of our 
public debt, our army, navy, church, poor-rate, 
bench, bar, physic, &c. &c. &c. upon the shoulders 
of a few land-proprietors ; and the second school 
has not only shifted off this burthen upon the 
shoulders of a few merchants and manufacturers, 
but has superadded to it that of supporting 
the land-proprietors themselves ; for if their rent 
forms no part of the exchangeable value of the 
annual returns firom the land, they cannot be paid 
out of it in the price. They must, tJ|erefore, be 
paid out of some one of the two component parts 
of this exchangeable value, which alone this 
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school admits ; and, as they cannot for any con- 
siderable time together be paid out of the wages 
of the labour, they must be paid out of the profits 
of the stock actually employed in producing and 
bringing commodities to market ; and out of pro- 
fits they are accordingly made to fee paid by this 
school. 

A man of forty crowns a year fi'om stock, actu- 
ally employed in producing and bringing to mar- 
ket the enjoyments of society, would be pillaged 
much more by the practical application of the 
theory of this second school, than the man of forty 
crowns a year from land actually employed to yield 
these enjoyments, or the materials of which they 
are formed, was in France by the practical applica- 
tion of the theory of the first school ; inasmuch as the 
incomes to be paid out of profits in England are 
much greater in proportion to the profits, than the 
incomes to be paid out of rent in France were to 
the whole rent. It is the stock actually employed 
in producing and bringing to market in England, 
that the second school destines to pay all the 
burthens ; and this is not one-third of the whole 
stock on which profits or interest are paid. Our 
national debt is a small item of eight hundred 
millions for which interest is paid, and this is em- 
ployed neither in producing nor in bringing to 
market ; cmsequently the proprietors could have 
no share in the honor of bearing the burthen. 

An honest and sensible English farmer and 
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land-proprietor exclaimed, on the practical ap- 
plication of the theory of the first school by the 
legislature of the time in France : *' It is not dif- 
" ficult to conjecture what turn this policy will 
" take in France, when we see the preposterous 
*' and pemicioMR doctrines of the (Economistes 
'' triumphant ; when the false and absurd doctrine 
" that all taxes ultimately fall on land, is recog- 
*' nized and admitted ; and when we know that 
'' a proposition for a direct land tax of twelve 
" millions sterling was received without abhor- 
'' rence."* If the doctrines of Mr. Ricardo 
should ever become as triumphant in England as 
those of M. Quesnay were in France ; if it should 
be recognized and admitted, that all taxes fall 
ultimately on the profits of stock actually em- 
ployed in producing and bringing to market, and 
a proposition for a direct profit tax of forty mil- 
lions a year should be as favorably received by 
our legislature, an honest English manufacturer 
or merchant would probably express himself in 
the same terms of indignation. 

The talents and reputation of Mr. Mill and Mr. 
M'Culloch seem to the theory of Mr. Ricardo, what 
those of Turgot and Mirabeau were to that of M. 
Quesnay ; and the theory of the second school 
appears to be as favourably received now inEngland, 
as that of the first was ever in Franc*. Mr. Ri- 

* Young's Travels in France, vol. i. p. 438. chap. 13. 
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cardo proves very satisfactorily to himself and his 
disciples, that all taxes must fall ultimately upon 
the profits of stock actually employed in producing 
and bringing to market ; and therefore proposes 
that all taxes shall be imposed directly upon these 
profits, in order that the miser may be made to 
pay in his income what he cannot be made to pay 
in [his consumption.* Mr. M^CuUoch considers 
the conclusion irresistible, that all taxes must fall 
either on these profits or on the wages of labour 
actually so employed ; f and as they cannot for 
any considerable time together fall upon wages, 
they must and do all fall upon profits ; % but he has 
not ventured so far as to recommend a similar 
consolidation of tiie taxes. Mr. Mill, however, 
has ventured inconsistently so far as to think that 
some taxes may ultimately fall upon rent and 
wages. Though much might be expected from 
their good sense and prudence, there can be little 

* First edition, p. 213. 

t M'Culloch's Principles of Political Economy, p. 385. 

X Ibid. p. 336 and 387. Mr. Ricardo sometimes admits that taxes may 
be incident upon rents, and property in the public funds ; but when he does 
so he is inconsistent with his principles ; and consequently perplexed and 
confused. 

Mr. M'Culloch says. Doctor Smith had no clear and accurate notions re- 
specting the nature and causes of rent, and the laws which govern the rate of 
profit ; and in consequence all that part of his work which treats of the dis- 
tribution of wealth and the principles of taxation is vitiated. M'Culloch, p. 55. 

It will by and by appear, perhaps, that he had a very clear and accurate 
notion of rent ; aad that he knew the laws which govern profits much better 
than Mr. Ricardo, whose whole theory is founded upon false premises. — See 
Review of that school. 
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doubt, that if England were now unhappily placed 
in the same situation as France was at the time 
Arthur Young speaks of, many a disciple of this 
school would be quite mad enough to propose 
consolidating all taxes into one, imposed directly 
upon profits ; and perhaps the country gentlemen 
would '* receive such a proposition without abhor- 



renceJ' 



Though it is impossible that both these theories 
should be proved to be right, it is not only pos- 
sible, but very probable, that both may be proved 
to be wrong ; and some other sturdy theorist may 
appear to establish a reputation for originality in 
proving, to a certain circle of disciples, that not only 
all the burthens which the Economistes imposed 
upon land-proprietors, and the %licardians have 
imposed upon stock-proprietors, but together with 
these the rents of the one and the profits of the 
other, are ultimately incident upon the wages of 
the labourers, actually employed in producing and 
bringing to market. A proposition to simplify our 
financial system, by a consolidation of all taxes 
Into one directly imposed upon these wages would 
of course follow ; and as it would, no doubt, be 
received with great complacency by all land and 
stock proprietors, who form a majority in our le- 
gislative assemblies, the labourers would have in- 
finitely less chance of escape from this school than 
the landlords of France had from the first, or the 
stock-proprietors of England from the second. 
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They are, however, in no danger from me : I 
shall endeavour to remove a part of the burthen 
from the shoulders of those who have hitherto been 
made to bear it, without any attempt to transfer it 
to theirs ;• and instead of endeavouring to establish 
a reputation for originality ^ in fixing this burthen 
upon any particular class, attempt to be useful, in 
making an equal distribution of it among the 
whole. My system of political economy, in the 
branch to which it is my intention to confine it, 
will probably be well received, and found useful 
among plain practical statesmen; but it will, perhaps, 
be found a good deal too simple for tiie schools. 
To the latter I beg leave to offer a review of the 
two theories of Quesnay atid Ricardo ; to the for- 
mer I offer, withlfleference, the system itself. 



PART I. 



CHAPTER I. 

REVIEW OF THE FIRST SCHOOL. 

The school of Quesnay, or the Economistes, 
considered all taxes to be ultimately incident upon 
the rent of land, or produit net, of agricultural in- 
dustry ; because they concluded, that all that por- 
tion of society which is not dirrotly or indirectly 
employed in the cultivation of the land, and paid 
in the wages of labour and profits of stock so em- 
ployed, must necessarily be paid out of the rent, 
or net surplus produce remaining after these 
wages and profits have been paid. All those who 
have not directly or indirectly an independent 
claim upon the gross produce of the land, in the 
wages of their labour, or the profits of their stock, 
directly or indirectly employed in its cultivation, 
must depend for their subsistence upon those 
who command the net produce ; or that portion 
which is over and above what is sufficient to pay 
these wages and profits. Whether public estab- 
lishments, and paid through the medium of Go- 
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vernment ; church establishments, and paid im- 
mediately in tithes ; poor establishments, and 
paid through the medium of parish oflScers ; whe- 
ther merchants, manufacturers, tradesmen, law- 
yers, artificers, physicians, &c. &c. &c. no matter, 
as long as their labour or their stock was not 
directly or indirectly employed in the cultivation 
of the land, and their wages and profits were not 
derived from that employment; their incomes 
must necessarily, it was said, depend upon land 
rent ; and be paid out of that portion of the price 
or exchangeable value of land produce. * 

The labour and stock employed directly or indi- 
rectly in the cultivation of the land, are, it is said, 
the only species of labour and stock employed in 
any society, that yield any such produit net, or 
surplus produce, for the subsistence and provision 
of any third class, whose labour and stock are not 
directly or indirectly employed in it. All the 
labour and stock employed in the other branches 
of the national industry yield merely their wages 
and profits, in the price or exchangeable value of 
the produce brought to market ; and they cannot, 
therefore, pay the wages of any other labour or 
the profits of any other stock. Such labour and 
stock must, consequently, be unproductive of any 



* Mr. Hume was one of the few writers who denied the truth of this conclu- 
lion, that all taxes were ultimately incident upon land rent. — See Essays, vol. i. 
p. 302. 

Sir James Stewart was another. B. 5. 1. 5. 
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produit net ; while the labour and stock employed 
directly or indirectly in the cultivation of the land 
are productive of a new value, or net surplus pro- 
duce, suflScient to subsist and provide for all the 
other classes of society. This produit net is the 
rent of the land, which is added to the exchange- 
able value of the produce of agricultural industry, 
and paid in its price. 

But it is suflSciently obvious, that had any other 
fund or source of the absolute necessaries of life, 
the air, the rivers, or springs of a country been 
appropriated, and limited in their capacities to 
supply in the same manner as the land, they would 
have been found to yield in the price or exchange- 
able value of their produce the same produit net 
as rent to their proprietors.* They would yield a 
much greater surplus produce than the appropri- 
ated lands of a country ; because all would be 
surplus that was over and above what those em- 
ployed in guarding them required to breathe and 
to drink ; and yet no one would be disposed to 
consider those employed in guarding a monopo- 
lized source of the necessaries of life, a very pro- 
ductive or useful class. 

All those not employed in guarding such mono- 
polized sources either directly or indirectly, would 
depend for subsistence upon those who com- 
manded the surplus produce of air and water ; and 
yet those air and water proprietors would not be 

* This School included under the term " earth,'' fisheries and mines. 

C 
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considered as a very productive class of society* 
All that they could exact from the people for their 
air and wat6r> over and above what they require to 
pay the people employed directly or indirectly in 
guarding the monopoly, would be as much an ad- 
dition to the price or exchangeable value (rf air and 
water, as that which the proprietors of land receive 
in rents, for the natural and unimproved powers of 
the soil, is an addition to the price or exchange- 
able value of the produce of the land. 

Land, as a fund or source from which man is 
supplied with the absolute necessaries of life, is 
peculiar only in its being commonly more limited 
in its powers of supply than the other funds, or 
sources on which the society depends ; and in its 
demanding the applicatimi of labour and stock, to 
make it yield those necessaries, which the others 
commonly do not. Rent is the necessary conse- 
quence of appropriation ; and appropriation is the 
necessary consequence of the limited capacity and 
varying powers of the land, after society has ad- 
vanced beyond the pastor^ state.* As society 
advances, or as numbers increase at any particular 
seat of demand, whether a camp, a town, a city, 
or a n^itiion, recourse becomes necessary for supply 

* Mr. M*CuIloch says» p. 265, that Mr. Malthus and Mr. West showed, 
" thai teiA was not, as had be^acomitiodbf tapposed, a consequence of land hav- 
ing been divided and become property ; but that it was owing to its being of 
limited extent, and of various degrees of fertility." But when Doctor Smith says 
thtt land pays rent according to its degrees of fertility, itnd fts distance from the 
of demand, he says the same thing. The rent is the consequence of appro- 
and division ; and these are the consequences of limited extent and 
of fertility. 
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to less fertile and more distant parts of this great 
fund ; and those parts more fertile and less dis- 
tant become more and more valuable to their pro- 
prietors as sources of rent. 

Mr. M'CuUoch has found fc^ult with the Quar- 
terly Review for denominating the earth " a source 
of wealth ;" and says it might as well be called a 
source of pictures and statues, because it hap- 
pened to supply the materials of which they are 
formed.* Most assuredly might the earth be 
called the source of all the species, of which 
wealth is the genus; provided in the term 
"earth" be included, as they commonly are, the sea 
and the mines. What can be affirmed with truth 
of the genus, may be with truth affirmed of the 
species, and individuals ; and it may be truly 
affirmed of all the enjoyments, whose mate- 
rials we derive from the earth, that the earth is 
their source. If Mr. M'CuUoch affirms that wealth 
consists exclusively of exchangeable value ; and 
that that labour only is productive of wealth, 
which adds to value in exchange, he destroys at 
once the foundation of his own theory, by which 
he attempts to extend the limits of productive 
labour beyond the boundaries assigned by Doctor 

♦ Principles of Political Economy, p. 62. 

The Quarterly Review has very properly used the term after Doctor Smith. 
See Wealth of Nations, vol. i. p. 419. b. 2. 1. 1. He describes the circulating 
capital of a nation to be virithdrawn annually, to supply the enjoyments and the 
fixed capital ; and to replace what is withdrawn for that purpose, to requiie con- 
tinual supplies from the three sources " lands, mines, and fisheries." See also 
Mr.Mill, p.235. 

C 2 
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Smith.* According to his own theory a thing 
may be productive of utility and wealth, and be 
termed a source of them, though it add nothing 
directly to the exchangeable value of produce. 
The earth may be properly termed the source of 
wealth, though rent be not paid in the price of the 
commodities derived from it. 

If land, like the atmosphere, were unlimited in 
its powers of supplying the necessaries of life we 
require from it, it would, like the atmosphere, 
remain unappropriated. f If it were limited in its 
powers of supply, but these powers being precisely 
the same in all situations, it would become appro- 
priated ; but its value, as a source of rent to the 
proprietors, would differ only with the advantages 
or disadvantages of its situation with regard to the 
market for its produce. As it is not only limited 
in its powers of supply, but differs in its degrees of 
fertility, its value to the proprietors, as a source of 
rent, alters not only according to its distance from 
the different seats of demand for its produce, but 
according to the degrees of its fertility. Lands at 
the same distance from the seat of demand, and with 
the same facilities of conveyance to it, pay a greater 
rent in proportion to their greater fertility, and 

* See Principles of Political Economy, p. 403 — 417. 

t Mr. Malthus says, that infinite misery would be the consequence of such 
unlimited powers. No doubt it would ; for as there is, according to his system, 
a constant tendency in the people, to press against the means of subsistence, if the 
powers of the earth to supply them were unlimited like the air, men would press 
^igainst each other, till some fell into the sea ; when there would be a good deal 
of inconvenience as well among those who stood as those who fell. 
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lands in the same degree of fertility pay a greater 
rent to their proprietors, as they are nearer to the 
seat of demand, or have greater facilities of con- 
veyance to it than other lands to which the same 
seat of demand has recourse for supply. 

Whether any rent be» paid for the most distant 
and least fertile lands to which any particular seat 
of demand, at any particular time, has recourse for 
supply ; and whether, therefore, rent forms any 
component part of the price, or exchangeable 
value, of the produce which is brought from them, 
is of no importance whatever to any thing but the 
Ricardo theory of profits and wages. It is abun- 
dantly manifest, that rent when paid by the farmer 
for the nearer and more fertile lands, is paid out of 
the price he receives for the produce of these 
lands; and that it must therefore, form a compo- 
nent part of the price or exchangeable value of 
that produce. Whether it is or is not a part of 
the exchangeable value of the particular produce 
which is drawn from the very poorest and most 
distant land, to which any seat of demand has, at 
any particular time, recourse for supply or not, it " 
is sufficiently evident, that rent forms a com- 
ponent part of the price paid for the greater part 
of the produce derived from the land ; since price 
is the only medium through which it is paid. 

Supposing that man enjoyed nothing but the 
simple necessaries of life, and that of all the funds 
or sources firom which these necessaries are derived 
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land were the only one appropriated, there could 
be little doubt that the expense of supporting 
every man might be fairly considered as ultimately 
incident upon those who were permitted to appro- 
priate it.* Those who laboured, and those who 
had stock employed, directly or indirectly, in its 
cultivation, would have an independent claim upon 
that portion of the annual returns, which they 
drew for their subsistence in wages and profits ; 
the proprietor of the land would depend as much 
upon the application of their labour and stock to 
the soil for his rent, as they depended upon his 
permission to cultivate, for their wages and profits. 
But no other part of the society could have such 
an independent claim upon the annual returns. 
They must all necessarily depend, for their sub- 
sistence, upon the proprietor of the soil, who 
would command all the annual returns surplus to 
what subsisted those directly or indirectly em- 
ployed in its cultivation. 

Before industry extends beyond agriculture, 
those who depend upcMi the produit net, or the sur- 
plus produce'of the landlords, for their subsistence, 
have nothing to offer as an equivalent but their 
prayers and their services ; and in such early 
stages of society, those who subsist upon the sur- 
plus produce are commonly divided into military 
and church establishments. No one can have an 
independent claim upon the proprietor of the soil 
for a portion of the surplus produce, while no 

"* Exceptions even to this will be noticed by and bye. 
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one can possibly exist without it. A portion of the 
society, equal to what this surplus will subsist, is, 
therefore, dependent upon the proprietors; but 
there is almost always an authority in the society, 
even in this early stage, either self*created, or con- 
stituted by common consent, that is paramount to 
that of the proprietors of the soil ; and this authority 
has the privilege of disposing of a certain portion of 
the surplus produce for the common benefit of the 
whole. The Government then become§ the me- 
dium of distributing a certain portion of the sur- 
plus produce, to its church, military, and other 
public establishments ; and what it requires for 
this purpose it levies in taxes. 

These taxes must, however, in such a state of 
society, be of necessity incident upon the propri- 
etors of the soil, if the soil be all private property ; 
whether they be imposed upon the land, or fund 
itself; upon the instruments in men and stock 
employed to cultivate it ; upon the produce after 
it comes from that fund ; or in a capitation tax upon 
those who consume it, or upon the proprietors 
themselves. 

In such an early state of society, before industry 
has extended beyond the cultivation of the soij, 
and while the enjoyments of man are confined to 
the simple necessaries of life, as the other funds or 
sources of subsistence are left a common property, 
all those who subsist upon the surplus produce of 
agriculture, that is, all those not employed directly 
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or indirectly in the cultivation of the land, are left 
dependent upon the proprietors of the land, or 
upon that authority which is constituted paramount 
to these. In the kingdom of Peru, when invaded 
by the Spaniards, the sovereign had become the 
medium of distributing nearly all the surplus pro- 
duce of the land ; and consequently, the sole land- 
proprietor. Peru therefore, exhibited a rude 
picture of Egypt, Persia, India,* and China. So 
also did Congo, when discovered by the Portu- 
guese. In the kingdom of Mexico, on the contrary, 
the surplus produce of the land was almost all dis- 
tributed through the great feudal chiefs, or terri- 
torial lords ; and Mexico exhibited a rude picture 
of Europe, before the establishment and after the 
downfall of the Roman empire. 

In the annual returns from the land, all that is 
over and above what is suflScient to pay the wages 
of the labour, and the profits of the stock directly 
or indirectly employed in its cultivation, is surplus 
produce ; and all those who are not or have not 
stock so employed, are dependent upon and sub- 
sisted by the Government and the land-proprie- 
tors. In such early stages of society the greater 
part of the stock employed in producmg and dis- 

* India, it should be observed, was like Mexico, a feudal nation before the 
Mahommedans invaded it. It was the tendency of their Government, like that 
of our own, to alter this state ; and India is now something like Peru. The feudal 
system of India will be considered in another chapter ; and in the mean time I 
beg to refer the reader to Mr. Andrew Sterling's excellent paper upon Cuttack, 
in the last number of the Asiatic Researches. 
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tributing the fruits of the earth, commonly belongs 
to the Grovemment or to the proprietors of the 
soil : and, consequently, the whole of the annual 
produce, or nearly the whole that is over and 
above what is required to pay the wages of labour, 
is left at their disposal. The great works of Egypt 
for irrigating the lands, and facilitating the distri- 
bution of the produce, were formed by the reve- 
nues of the sovereign, like the roads and gi^aries of 
Peru ; and the labour saved by them in distribu- 
tion, or added by the increased powers of pro- 
duction given to the soil, augmented the mass left 
at their disposal ; since they conveyed to no indivi- 
dual an independent claim upon the annual returns. 
While the sovereign in such early stages of so- 
ciety, commonly forms, from the portion of the 
surplu§ produce which he distributes, all those 
works of great and general utility, which augment 
the produce of the land by irrigation, and facilitate 
its distribution in canals, roads, bridges, &c. &c. 
the proprietors of the land form from that por- 
tion which they distribute all those of local ad- 
vantage; and commonly supply the moveable 
stock required in cultivation. When Pharaoh 
had purchased all the lands of Egypt, his people 
had nothing left to sell but their ploughs and 
their bullocks ; and when he had purchased these 
he had nothing to pay out of all the gross pro- 
duce of the land, but the wages of the cultivator.* 

* See Genesis, chap. 47th. 
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Under such circumstances his settlement was ex- 
tremely liberal ; and those with whom it was made, 
paying only one-fifth of the produce, would soon 
have had a considerable portion of surplus at their 
disposal, and become proprietors, rich in propor- 
tion to the extent and fertility of their estates. * 
But this system must have been very unequal, 
as it took the same portion from all lands without 
regard to the fertility ; and if measured in money, 
the same money-rent fi'om all lands without regard 
to their distance from the seat of demand for their 
produce. The lands of Egypt were, however, 
not perhaps very different in their productive 
powers, since all were equally supplied with the fer- 
tilizing waters of the Nile ; while the disadvantages 
of distance from the seats of demand were di- 
minished by the great facilities of distribution 
formed by the sovereign, f 

* This settlement was intended to be permanent -, and it probably lasted as 
kmg as most settlements of that kind do. How often have the lands of every 
European nation even changed hands in a century or two ! 

t See Young's Travels in France, vol. i. p. 323. 356. 

Young rates the seed-wheat in France at 153 pounds or 2f bushels the 
acre, nearfy the same as in England. The returns in France at an average 
of six times the seed ; or wheat and rye 18 bushels the acre. In England the 
returns are rated at an average of 8, or 24 bushels the acre. Taking in the 
advantages of better sjNring com, he considers, that the returns per acre in 
England are to those of France as 28 bushels to 18 per acre. 

In 1822 estimates furnished to Parliament gave to the best lands under 
tillage in England from 36 to 40 bushels ; and to the worst from 8 to 10 per 

acre. 

Sonnini rated the produce of the lands of Egypt at from 25 to 30 returns of the 

seedi on an average of a whole district. In India I rate the seed from the best 
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In such early states of society, that portion of 
the annual produce which is required for the sup- 
port of public establishments, is sometimes drawn 
and distributed through the medium of Govern- 
ment ; and sometimes it is paid immediately by 
the land proprietors to those establishments, which 
are furnished with an assignment upon the lands 
for that purpose. But whether paid immediately 
by the land proprietors, or through ftie medium of 
Government, is of little or no importance to those 
proprietors. It is a certain portion of the produce 
of the land taken from their disposal ; and all those 
subsisted upon it are a certain portion of the soci- 
ety removed from their command, and placed at 
the disposal of the sovereign. All taxes, tithes, 
poor-rates, &c. &c. in such a society might, there- 
fore, be considered as a burthen upon the land 
proprietors, because they deprive them of the dis- 
posal of as much produce as they take, and of the 
command of as many people as that produce sub- 
sists ; since if no taxes, tithes, poor rates, &c. &c. 
were taken, they would dispose of the whole of 
the produce, and command the whole of the 
people. 

But if the whole of the people, or the Govem- 



of all authorities, personal inspection and measurement, at 144 pounds of wheat 
per acre, and the returns at from 4 to 30, or even 40, where the lands are irri- 
gated, as Ihey were in Egypt. The returns from the very same land will descend 
fiom 30 to 4, as the soil becomes exhausted by tillage* 
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ment constituted by the whole of the people, were 
to appropriate any other fund equally essential to 
their subsistence, they would thereby reduce land- 
lords to a state of mutual dependance. The soci- 
ety would depend upon the proprietors of such a 
fund for that portion of their subsistence which 
they required from it, either directly or indirectly, 
through the medium of the Government ; just in 
the same maftier as they depend directly or indi- 
rectly upon land proprietors, for that portion of 
their subsistence which they require from the soil. 
The land is more commonly appropriated than any 
other fund or source of the necessaries of life, be- 
cause it is more adapted to appropriation ; and it 
pays a rent to individuals because individuals ap- 
propriate it. 

Among nations in the pastoral state, or those 
which have made but little advances in the agri- 
cultural, all the funds of the absolute necessa- 
ries of life are generally considered a common or 
public property ; and in such states men are com- 
monly found as jealous of their right to draw from 
them what their wants or their convenience re- 
quires, as in a more advanced state they are of 
their private and exclusive rights in them. Thus 
among the Arabs, before their conquests extended 
over the more advanced nations of the Roman and 
Persian empires, all these funds were declared, 
as well by their new legislator, as by their ancient 
laws, to be a common and public property ; the 
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pasture lands and salt pits, no less than the sea, 
the air, the rivers, and the lakes ;* and it was con- 
sidered criminal in a prince, or chief of a tribe, to 
have an exclusive pasture meadow, even in the 
vicinity of his dwelling. It was urged as a re- 
proach against Othman, the third sovereign in suc- 
cession to Mahommud, that he had given to a 
favorite the spoils due to the soldiers, and appro- 
priated to himself pasture lands, all which, ac- 
cording to the laws, ought to be left a common and 
public property-t 

Among them, as among the ancient Germans, 
the investment of property and labour in fixed 
stock, such as a dwelling-house or wall-enclosure, 
gave an exclusive right of property in small spaces 
of land, either by common consent, or by recog- 
nized authority ; J but all the rest was left a com- 
mon property. But as these people, the Arabs 
and the Germans, extended their conquests over 
countries more advanced, whose population was 
more dense, and whose industry was more ex- 

* See Miscat-ul-Musabih, b. 6. 1. 7. b. 12. 1. 15. 

See Al3ul Feda's Annals. 

X This little enclosure was an inviolable property among the Arabs, as among 
the Germans. They were the Salic lands of the Germans. " Vicos locant, non 
in nostrum morem connexis et cohaerentibus aedificiis ; suum quisque domum 
spado circumdat.*' — ^Tacitus de Mor. Germ. — See Esprit des Loix, b. 18. 1. 22. 

These small enclosures were denominated by the Germans in their native wilds 
Salbacs, from Sala, a house. — See Puther's German Empire — Blackstone's 
Commentaries. 
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tended, the funds whose boundaries were determin- 
able and whose powers of supply were limited, be- 
came a private property among them, as they had 
been among the vanquished people. The little enclo- 
sures of the Arabs, like the Salbacs of the Germans, 
swelled into large estates of allodial property. 
Lands, salt-pits, mines, and springs, all became 
private property ; and the codes of the barbarians, 
like those of the Romans, left only, as '^ res com- 
munes," the air, the flowing waters, the sea, and 
the shore, as far as " the winter waves might 
reach."* 

Springs and streams of pure and wholesome 
water have been appropriated, while land has 
been left a common property.f " It may," says 
Hume, ** happen in some countries at some pe- 
** riods, that there be established a property in 
" water, and none in land ; if the latter be in greater 
'* abundance than can be used by the inhabitants, 
" and the former be found with difficulty and in 
" very small quantities."^ In England, and other 
countries, where men may draw to an unlimited 
extent for pure water, no man derives much value 
from, or attributes much to a spring ; but in other 
parts of the world, the proprietor of a spring of 
wholesome water has been found to have the most 

* Elementa Juris Civilis, lib. 2. tit. 1. 

t Perhaps a spring of good water discovered in the island of Bermuda would 
be more valuable to a proprietor than a large estate in land. 
t Essays* vol. ii. p. 217. 
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yaluable species of property in the country.* In 
such places water, always yaluable in use, may 
become extremely yaluable in exchange ; and the 
price paid for it, like that paid in other countries 
for land produce, will, oyer and above the expences 
incurred in bringing it to market, in the wages of 
labour and the profits of stock, yield a rent to the 
proprietor. 

The two springs which furnished the ancient city 
of Palmyra with the only pure and wholesome 
water to be found in that arid waste, in which it 
was situated,^ were no doubt, if appropriated, 
the most yaluable property that a citizen possessed, 
or could possess. Indeed a very ingenious travel- 
ler, while he justly attributes the wealth of that 
state to the situation of the city, as an entrepot for 
the Indian trade, considers that this situation was 
rendered available only by these two springs. 
** Leg deux sources d'eau douce quesonsolpossede, 
" furent surtout un attrait puissant d'habitations 
" dans ce desert aride et sec par tout ailleurs."J 

* In Piedmont and the Milanese* he who iuc^tefsa new spring is at libertjr 
to conduct the waters to what lands he pleases, paying a fixed compmsation for 
cutting through the properties of others ; and in these> and other states of Italy, 
the sovereign is the proprietor of all the rivers. Young's Travels in Eranoe and 
Italy, vol. ii. p. 177. 

t Wood says, these litde streams, ooee so valuable, are now entirely neglected. 
The water appeared to him to be warm and sulphureous, but the people «till con- 
sidered it agreeable and salubrious. By an inscription upon an altar theyieamt, 
that the caie of them was entrusted to officers elected for the purpose. They bad 
been conducted through the city by works under ground, whicii were repaired by 
JustiniaM for the Roman ganrison, bat are now neglected. 

t Volney's Traveb in Syria, <!faap. 30. 
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The value of such a spring is proverbial in some 
parts of the East ;* and we find a female relative of 
the Khalif Maweeut, borrowing a thousand dinars 
from that sovereign to purchase one. By the code 
of Zoroaster, a criminal might expiate his crime by 
giving to an honest man streams of flowing water of 
a determinate size and depth ;f and the rivers and 
streams of modern Italy, available for purposes of 
irrigation, are appropriated by the sovereign, or 
by individuals ; as were those of ancient Egypt^ 
and Persia. We are told by Polybius, that the 
Persians gave to those who conducted a stream of 
water to lands that had not before been irrigated, 
the free inheritance of the soil so watered by them 
for five generations ; and that the people were thus 
stimulated to bring water from the distant moun- 
tains, by subterranean channels, totally unknown 
in his day, even to those who still enjoyed the ad- 
vantages of the waters.J By these springs and 
streams, the powers of the earth were made avail- 
able ; and a dreary arid waste converted into a 
fruitful and populous country. 

Had these springs been, as no doubt mapy of 



« ^ 



ij]y. (jij\ ^ ijiji^ ^ JUI ^ 

A fine property. *' Fons murmurans in terra molli/' Abul Feda's Annals, 
vol. i. p. 380. 

t M. de Pastoret, p. 83. 

X See General History, Book 10. 

Montesquieu quotes this passage from Polybius, as importing, that the Per- 
sian sovereigns gave the benefit, or the monopoly of the springs, instead of the 
inheritance of the land. Esprit des Loix, B. 8. 1.7. 
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them were, conducted by people who had no right 
of property in the soil they irrigated, they would 
necessarily have given to their proprietors an inde- 
pendent claim of no small magnitude upon the 
annual returns from the land, whose powers of fer- 
tility they developed and improved, or alone made 
available in tillage ; and the incomes derived by 
the proprietors would have been an independent 
claim upon the produce of the land.* Had they 
disposed of these streams to the sovereign, after 
conducting them to the lands, for an annuity, to 
be paid by a tax upon the lands, they could with 
as little justice be considered as a burthen upon 
the land proprietors ; and if Government had taxed 
the annuities it gave to the proprietors of the springs, 
that tax could not have been incident upon the rent 
of the land-proprietors. The claim of th^ propri- 
etors of springs upon the lands they enriched with 
their waters, either immediately, or through the 
medium of the Government, would have been in- 
dependent of the proprietors, and a tax upon it 
would have been a tax upon an independent in- 
come. 

Even in this early stage of society, in which 
I have supposed industry to be confined to the 
cultivation of the land, and the distribution of its 
produce ; and the enjoyments of man, to the fruits 
of the earth in their rude state, other men might 

* " The cultivators of the land in Persia, who have more water than they 
require, dispose of it to great advantage." Scott Waring's Tour to Sheeraz. 

D 
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acquire an independent claim upon the annual 
returns from the land, by the formation of great 
and useful works, to facilitate the distribution. 
Some might form navigable canals, others build 
bridges, others form roads. The claims acquired 
by the formation of these works, would be enforced 
through the medium of a duty, imposed upon the 
produce distributed by their means; and as this 
claim would be independent, a tax imposed upon 
the income derived from the duty, would be a tax 
incident upon an independent income. 

Works for irrigation increase the quantity of the 
necessaries of life, derived from the land ; and as 
there is always a tendency in population to augment 
in proportion as these necessaries increase, they in- 
crease the number of the people. But more persons 
are not required, in proportion to this increase, to 
apply their powers as instruments in the cultivation 
of the soil ; because the water conveyed in such 
works acts as a powerful instrument in improving 
and developing the natural powers of soils already 
in tillage ; and in rendering available the natural 
powers of such as were before uncultivable. More 
men may be employed in cultivation after such use- 
ful works are formed; but the increase of produce, 
and of the people subsisted upon it, is in much 
greater proportion . More men are therefore left 
at disposal ; and they can only be at the disposal 
of some one of these three : the sovereign, the 
proprietor of the lands, or those who form the 
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works. The last claim the services of this body 
and the subsistence it requires ; and their claim 
must be recognized as just and independent. They 
enforce their claim upon the annual returns through 
the medium of a duty upon the water, as it passes to 
the lands, or upon the lands as they are irrigated 
by it ; and a tax imposed upon their income, would 
be a tax upon an independent income.^ 

Works for facilitating the distribution of produce 
do not directly or necessarily augment the annual 
returns from the soil ; and consequently do not ne- 
cessarily augment the population. But of the ac- 
tual population they render the application of less 
numbers necessary, as instruments for the distri. 
bution of the actual produce. The numbers re- 
lieved from this duty or employment, are at the 
service of some one or other of those who command 
the surplus produce : who in such a state of society 
are the sovereign, the land-proprietors, the proprie- 
tors of works for irrigation, and those by whom the 
works for distribution are formed. The last of these 
have unquestionably, a just and independent claim 
upon the services of the body relieved from the 
work of distribution ; and the subsistence required 
for its support. It is by them that its industry, as 

* " Water gives many other things besides humidity ; it manures, consolidates 
and deepens the staple or surface mould, and guards against cold ; effects as ob- 
vious in a northern as in a southern climate. But under a hot sun, and in a dry 
climate, sandy or stony soils yield, comparatively speaking, nothing ; but when 
watered they become clothed with the richest verdure, and yield the finest crops." 
— Arthur Young's Travels in France, vol. i. p. 382. 

D 2 
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an instrument, has been set free from the employ- 
ment of distribution ; and to the labour thus freed 
they have the most just and independent claim. 
This claim they enforce by a duty ; and a tax im- 
posed upon the income derived from this duty, 
would be a tax upon an independent income, and 
not of necessity incident upon land-proprietors. 

It will be useful here to remark, though the sub- 
ject will be treated more at large in another part 
of the work, that the labourers set free from the 
employment of distribution, and those added to 
the mass of the people by works for irrigation, 
without being required in tillajge, have no inde- 
pendent claim upon what they require for subsist- 
ence from the land. They require for subsistence 
the simple necessaries of life from those who com- 
mand the surplus produce; and in return they 
offer their services. But they have nothing else 
* to offer ; and if those who command the surplus 
produce will not accept and employ them, they 
must beg, rob, or starve. Surplus produce for 
their subsistence may be abundant, but if those 
who possess it will not give it without an equiva- 
lent different from that which alone they can offer 
— the use of their physical and mental powers — 
they may starve.* 

^ In India this reasoning will be found of vast practical imjfwrtance, because 
such woiks are for the most part formed either by the land-proprietors themselves , 
or by people who found no claim upon them. If those on whom they are left 
to depend will not empby them honestly, they must subsist by dishonest means. 
This subject will be treated in another place. See Malthus on Political Eco- 
nomy, p. 511.577. 
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All the claims I have supposed to be acquired 
by the formation of works for irrigation and distri- 
bution in this state of society, are manifestly in- 
dependent ; and cannot be considered as a bur- 
then upon the proprietors of the soil ; nor could a 
tax imposed upon the incomes arising from them 
be considered as so incident. This tax would be 
the mediimi of taking, from those by whom the 
works were formed, a certain number of the peo- 
ple, whose services and subsistence these works 
gave them, and placing them at the disposal of the 
sovereign, for public purposes. 

All such claims might be transferred to the Go- 
vernment for equivalent annuities, to be paid out 
of taxes, imposed in the same manner as the pri- 
vate duties had been ; but such taxes could not 
justly be considered as a burthen incident upon the 
rents of the landlord. 

But if in this early stage of society, land-proprie- 
tors should themselves form and maintain all these 
works, to increase, produce, and facilitate distri- 
bution ; and the earth should remain the only fund 
or source of the necessaries of life appropriated, 
no independent claims upon them could be acquir- 
ed by any other class; and the whole society 
must remain dependent upon them for an indis>- 
pensable part of their subsistence.^ This depend- 
ence, however, would be merely the consequence 
of appropriation, which would be the consequence 

* I shall have occasion to refer to this conclusion in a subsequent chapter ; 
and it will be found of great practical importance in our Indian administration. 
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of the limited extent and powers of the fund ; and 
the same consequence would follow the appropria- 
tion of any other fund or source of the necessaries 
of life; air, water, &c. The German Prince, who 
monopolized his atmosphere, by imposing a tax on 
breathing in it, reduced his people to as complete 
a dependence upon him, as ttie Peruvian, Indian, 
or Egyptian Prince, who monopolized his land. 

It would be great folly to suppose, that an at- 
mosphere could be more productive of the necessa- 
ries we require from it, because it happened to be 
appropriated, and thereby yielded or produced a 
value in exchange ; and it would be equally so, 
to suppose that a Government which monopolized 
the sea, and added the profits of the monopoly to 
the exchangeable value of the salt and fish it pro- 
duced, rendered that sea more productive of these 
necessaries than any other sea. It would be no 
less folly to suppose, that the labour employed in 
guarding the monopolized atmosphere and sea, or 
the labour and the stock employed in making salt 
and taking fish in such a sea, was more productive 
of necessaries and enjoyments than any other. 
The stock and the labour employed in taking fish 
and manufacturing salt in the unappropriated sea, 
would be just as productive of fish and salt as 
those employed in the appropriated sea : but the 
latter would produce a value in exchange which 
the former would not ; and this value would be 
paid in the price. 
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The labour and stock employed in a monopo- 
lized sea, produces what the labour and stock in an 
unappropriated sea does not — a value in exchange, 
added to the produce ; which value must be paid 
in the price: but this labour and stock do not 
thereby produce more of the necessaries and en- 
joyments, or fish and salt, derived from the fund; 
nor do they add any thing to their utility, or value 
in use. They exchange for more, but the fish and 
salt do not furnish more subsistence or enjoyment 
to those who consume them, than the fish and salt 
of any other sea. 

The powers of nature could not be altered by the 
mere act of appropriation : the atmosphere left free 
would contain as much vital air as the atmosphere 
monopolized by the imposition of a tax. The sea 
left free 'Would yield just as much fish and salt as 
the sea appropriated. Appropriation, monopolies, 
taxes, and duties, all add to value in exchange, 
and to price ; but they are none of them consider- 
ed to be very efficient instruments in adding to the 
quantity of our necessaries and enjoyments, or to 
the utility or value of those in use ! They none of 
them augment the powers and efficiency of the funds 
and instruments to which they are applied, nor do 
they adid to thequantity or utility of the enjoyments 
or necessaries upon which they are imposed. Still 
they produce a value in exchange, which is added 
to the price, over and above what is required, to 
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pay the wages of the labour and the profits of 
stock actually employed iii producing and bring- 
ing these necessaries and enjoyments to market. 
They are therefore productive in this sense ; and 
in this sense the tax gatherer is as productive as the 
monopolist ; and the monopolist as the landlord. 

It was in this sense that the Economistes made 
agricultural labour the only productive labour; 
but in this they were not correct, because tax'ga- 
therers, monopolists, and patentees, were equally 
productive. It was in this sense that Doctor Smith 
admitted agricultural labour to be more produc- 
tive than that of manufuctures and commerce. 
They were more productive of value in exchange 
and value in exchange was wealth ; they were, 
therefore, more productive of wealth. The value 
in exchange of any thing is what that thing will 
purchase or command ; and that labour was pro- 
ductive which could add any thing of this value to 
the object upon which it was employed. The la- 
bour employed in producing and bringing to mar- 
ket from a fund that paid rent, taxes, tithes, poor 
rates, &c. would give more of this value to the ob- 
ject upon which it was employed, than the labour 
employed in producing and bringing to market 
from a fund that paid none of those things ; be- 
cause they would enter into the price or ex- 
changeable value of the produce of the one, and 
not into that of the other. In this sense the labour 
and stock employed in producing and bringing to 
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any particular seat of demand, the produce of 
nearer and more fertile land, will be more pro- 
ductive than that employed in producing and 
bringing to the seat of demand, the produce of 
more distant and less fertile land ; because, while 
the price is the same, a greater portion of that 
price goes to rent, or produit net. The same 
may be said of appropriated mines, fisheries, &c. 
&c. as the rent of all appropriated funds is re- 
gulated by the same principles. 

That the taxes and profits of monopoly enter 
into the price or exchangeable value of our ma- 
nufactured enjoyments, and foreign luxuries, can 
hardly be disputed, except by a few closet rea- 
soners, for the purpose of establishing a favourite 
conclusion; and that the labour and stock em- 
ployed in preparing and bringing them to market 
must, therefore, reproduce a value in exchange 
equal to those taxes and profits, over and above 
the wages of that labour and the profits of that 
stock, must follow as a necessary consequence. 
" Labourers and labouring cattle employed in 
** agriculture, not only occasion, like the work- 
" men in manufactures, the reproduction of a valtie 
" equal to their own consumption, or to the capi- 
" tal which employs them, together with its 
" owner's profits, but of a much greater value. 
" Over and above the capital of the former and all 
** its profits they regularly occasion the reproduction 
" of the rent of the landlord. This rent may be 
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** considered as the produce of those powers of na- 
" ture which the landlords lend to the farmers." * 
In the same sense, the taxes upon manufactures 
may be considered as the produce of those powers 
of nature which Government lend to the manufac- 
turer ; and the profits upon the monopolies of salt, 
as the produce of those powers of nature in the 
sea which Governments lend to the salt-makers. 
The powers of the funds and instruments to pro- 
duce these things, are not increased by the taxes 
and monopolies ; nor are their qualities in use and 
enjoyment improved ; but their exchangeable 
value is augmented, and their price increased. 
The errors arise from changing the sense in which 
the terms are used without changing the terms 
themselves; and aflfirming of the term in one 
sense, what can be with truth affirmed of it only 
in another. This is the great source of error and 
perplexity in this science ; and its practical im- 
portance has thereby been almost entirely destroy- 
ed of late years-t 

* Wealth of Nations, B.2, 1. 5. vol. 3. p. 53. 

t 'The teim " capital/' in the 2nd chapter, will be shown to be more produc- 
tiye of error than the term ** value." 

The term " value" is used by Doctor Smith, in four senses: — 1st. Value in 
use. — ^2d. Value in exchange. — 3d. Value in esteem. — 4th. Real value. 

It is only when he uses the term without the adjective, than he can be mis- 
understood. He says water is extremely valuable in use, but has no value in 
exchange. A Diamond has much value in exchange, but very little in use. — 
Wealth of Nations, vol. i. p. 42. An old and faithful Horse or Dog may be 
very valuable in esteem, but have neither value in use nor exchange. 

Mr. M*Culloch confounds value in use and value in exchange throughout his 
book ; and I believe intends that they shall be understood to mean the same 
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Mr. Malthus has fallen into the same error of 
supposing, that agricultural labour is more pro- 
ductive of what we require from it for our use and 
enjoyment, than any other species of labour, be- 
cause it affords a rent to the landlord ; and that 
its capacity to pay this rent must be chiefly or 
solely attributed to some peculiar powers in the 
soil, the gifts of nature to man. These peculiar 
powers in the soil, which enable it to maintain 
more persons than are employed to work it, are, 
he supposes the source of rent ; and other things 
do not pay rent, because they have not these pe- 
culiar powers. But the other funds or sources of 
our subsistence and enjoyments have the same 
powers : the springs and rivers supply with water 
more men than are employed upon them : the sea 
and salt'pits supply more men vrith that essential 
article than are employed to manufacture it. Do 
one nation's atmosphere and sea supply more vital 
air and salt than those of another, because they 
happen to be appropriated or monopolized ? Are 
not the sea and the atmosphere of a prince, who is 
graciously pleased to leave them free to his sub- 
jects, as replete with the powers of supplying us 
with air to breathe, and salt to use, as those of 
another, who is graciously pleased to monopolize 

thing. This is to be regretted, as it leads to coniiision, embarrassment, and 
error ; for by confounding them in his own writings, he does not always per- 
ceive their distinction in those of others. This subject will be treated more fully 
in the Keview of the Second School. 
Real value of course means the quantity of labour invested in a thing. 
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or appropriate them ? Mr. Malthus is one of the 
most amiable men and candid writers of his age ; 
and I should be very sorry to misunderstand him.* 

Whenever any fund or source from which we 
derive the necessaries of life, or its enjoyments, is 
appropriated, whether it be the earth, the mines, 
the springs, salt-pits, sea, or air, must pay a rent, 
or the property is unprofitable to the proprietor ; 
and this rent, or whatever other denomination we 
may choose to give it, must be paid in the price of 
the necessaries or enjoyments we derive from it. 
As soon as a nation emerges from its pastoral and 
wandering state, land becomes appropriated and 
is made to pay a rent in some form or other. 
' ** Men,'- as Doctor Johnson has observed, '' if they 
are not social, are at least gregarious ;" and when 
they cease to wander over the unappropriated 
waste, their encampments, their villages, their 
towns, and their cities, become seats of demand 
for the produce of lands beyond their immediate 
vicinity. 

The lands in the immediate vicinity become 
more valuable to their proprietors as sources of 
rent, in proportion to their fertility; and those 
more remote become more valuable as still more 
distant lands are had recourse to for supply. Dif- 
ferent lands of equal fertility will give, as surplus 
produce or rent to the proprietor, the same portion 
of the annual returns from the labour and stock 

♦ Bee Principles of Political Economy, p. 140. 142. 149. 161. 227. 
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applied to their cultivation ; but the price of the 
returns from all being the same in the seat of the 
demand, and this price increasing as more and 
more distant lands are had recourse to for supply, 
and greater costs are incurred in bringing that 
supply to market, more and more rents are paid to 
the proprietors of the nearer lands. As recourse 
is had to more distant lands, those less fertile, but 
nearer to the seat of the demand, are brought into 
tillage ; and poor lands in the vicinity pay as much 
rent to their proprietors, as the richest lands at a 
distance. 

Every seat of demand, when it becomes fixed, 
must from its earliest establishment have recourse 
to more distant and less fertile lands, as its popula- 
tion and demand increase ; and as it does so, the 
price of produce increases ; and with this increase 
the rents of the proprietors of the nearer and more 
fertile lands augment. It has been said that '' in 
" New Holland, where there is an ample supply 
" of fertile and unappropriated lands, it is. certain 
" that until the best lands are all cultivated,* rent 
" will never be heard of."* But what is here as- 
sumed as certain will, I believe, be found contrary 
to the fact ; for rents are now paid for very poor 
lands near the different establishments or seats of 
demand, while much very rich land at a distance 
remains waste and unappropriated. 

* M'Cttlloch's Principles of Political Econony, p. 282. The author, I be- 
lieve, intends to be understood to mean by the best, the most fertile lands. It is 
in this sense I understand him. 
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On the first establishment of such seats of de* 
mand, (other things equal,) the most fertile parts 
are commonly selected ; and the most fertile por- 
tions of these parts are first appropriated, either 
by common consent or by recognized authority ; 
but as these seats augment in population, recourse 
becomes necessary to more distant and less fer- 
tile. The costs of supply from the poorest and 
most distant, to which recourse is at any time had 
for supply, must be paid in the price of the pro- 
duce brought to these seats ; and the produce of 
those less distant and more fertile selling at the 
same rate, they pay a greater and a greater rent. 
Seeing that land thus almost universally paid a 
rent in some shape or other, people were led to 
believe, that it could arise only from some powers 
peculiar to the soil ; and that these powers alone 
could enable it to yield to the stock and labour ap- 
plied to its cultivation, this new value in exchange, 
the source of the wealth of every nation. 

" It is," says Doctor Smith, " the produce of 
" the land which draws the fish from the waters ; 
" and it is the produce of the surface of the earth 
** which extracts its minerals from its bowels." 
But the surface of the earth is scarcely less de- 
pendent upon the waters and the mines, than the 
waters and the mines are upon the surface of the 
earth. Without the waters of the Nile, what 
would the lands of Egypt have yielded to the Pha- 
raohs, and the Ptolemies ? and without the rains 
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from the clouds and the metals from the mines, 
what would the soil of England now yield to us ? 
and without the atmosphere and the source of 
light, what would the surface of the earth yield to 
the labours of man in any part of the world ; or in 
what part of the world could he labour ? 

All the funds or sources of subsistence are alike 
essential to man ; and he could no more live with- 
out air, water, and salt, than without com, herbs, 
and cattle. Limits placed to the powers of sup- 
plying what we require from any one of them, must 
necessarily limit the increase of those who depend 
upou it for their supply. Confine a man in a 
space that will contain respirable air enough for 
only ten days, and give him a year's supply of 
land produce, he will only live ten days. Give 
him water enough to support him only ten days, 
and furnish . him with air and corn enough for ten 
months, and he will live only ten days. 

Land is not more necessary to man because it 
happens to be limited in its powers of fertility, and 
extent of surface ; all the things we have mention- 
ed are equally necessary to our well being ; but 
land being commonly more limited in its powers 
of supply than the other funds, and being more 
, adapted to appropriation, is more commonly ap- 
propriated. 

Let us suppose that the powers of springs to 
supply water were limited in the same manner ; 
that the ancient city of Palmyra, for instance, had 



48 Review of the First School. 

in its centre one spring, which in an early stage of 
its rise, supplied water sufficient for the people ; 
that at a distance of ten miles from the city ano- 
ther was to be found, capable of supplying pre- 
cisely the same quantity of water of the same qua- 
lity ; and that at every stage often miles, between 
that city and the Euphrates, a similar spring was 
available. When by the increase of population, 
the central spring should have been found incapa- 
ble of supplying the demand for water, recourse 
would of course have been had to that situated at 
ten miles distance ; and the price of water in the 
city being at least equal to the costs of conveying 
this water ten miles, the proprietor of the central 
spring would receive a rent equal to the cost of ^ 
bringing as much water as his spring would supply, 
ten miles. If this spring at ten miles distance 
from the city had before paid a rent to its proprie- 
tor, being available there for the purpose of water- 
ing cattle, irrigating lands, &c. &c. this rent he 
would of coinrse still have when converted to the 
purpose of supplying water to the people of the 
city, or he would not allow it to be so converted. 
This rent would be added to the costs of the sup- 
ply, and paid in the price by those who used or 
enjoyed the water; and the spring in the city 
would pay a rent equal to this, over and above 
the sum equal to the cost of conveyance. 

As the population increased, recourse would be 
had to the springs situated at the more distant 
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stages ; and the rent of those nearer would increase 
in proportion to the increased costs of conveyance 
to the great seat of demand ; till they approached 
the bank of the Euphrates, whose powers of sup- 
ply being unlimited, would render a recourse to a 
more distant fund or source of supply unnecessary. 
The costs of supplying this water from the most 
distant springs, to which recourse became from 
time to time necessary, must have been paid in 
the price ; and as these costs increased, tbe price 
of water must have increased. As in all other 
things, the increasing demand would have caused 
the increased supply through the medium of an in- 
creased price; and the increase of price would have 
preceded the recourse to more distant springs, and 
increased costs of supply. The demand regulates 
the distance to which recourse shall be had for sup- 
ply ; and effects the supply through the medium of 
an increased price. But no increase of cost in the 
supply of water from the nearer springs would 
take place ; and their rents would increase with 
the increase of price. Rent might or might not 
form a component part of the price of the water 
from the most distant springs, as they were or 
were not available and profitable in other pur- 
poses; but it would necessarily form a part of 
that brought to the seat of the demand from the 
nearer. The productive powers of these springs 
would not, however, be increased. The same 
quantity of water, of the same precise quality, and 
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therefore value, in use, would be yielded by them ; 
but its value in exchange and price would be in- 
creased, and the rent of the proprietors would in- 
crease in proportion. 

Let us further suppose, that there had been in 
the vicinity of the city another spring, which, by 
digging to a considerable depth, might have been 
made to supply as much water as the central 
spring supplied without any digging at all. If the 
costs of digging and maintaining the well were 
less than those of bringing the water ten miles, 
when recourse became necessary to a second 
spring, and the necessity became indicated by 
the rise of price, it would be had to this deeper 
one near the city, before it would be had to the 
open one at the distance of ten miles. As long as 
recourse is necessary to more deep and distant 
springs, the price will necessarily increase, so as 
to pay the costs of bringing the supplies to the 
seat of the demand ; and as this price increases, 
those less deep and nearer become more and more 
valuable, and pay a higher rent to their proprie- 
tors. Rent might or might not be paid for the 
deepest and most distant, to which that seat had 
recourse at any particular time; and might or 
might not form a component part of the price of 
the water derived from them ; but it would neces- 
sarily be paid for the nearer and less deep, and 
form part of the price paid for the waters derived 
from them. 
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Thus all the principles which regulate the value 
of lands to their proprietors, as a fund for supply- 
ing man with the necessaries of life and the mate- 
rials of his more refined enjoyments, njay be ap- 
plied to any other fund, on which he is equally 
dependent ; provided its powers be limited in the 
same manner. Land is not the only fund that re- 
quires the application of stock and labour to make 
it yield those things which our wants demand 
from it. Salt is drawn from the pits, the lakes, 
and the sea, only by the application of labour and 
stock ; metals are drawn from the mines, and fish 
from the waters, by the same application. 

In the early stages of society, before industry 
has extended beyond the cultivation of the land, 
seats of great demand are not formed by those who 
have the fruits of their own labours, in arts and 
manufactures, to offer as equivalents in exchange 
for those of agriculture. They are formed by 
those who, as proprietors of the soil, command its 
surplus produce in rents ; or, by those who, as the 
oflicers of an authority paramount to that of the 
proprietors, command the whole or a part of that 
surplus produce, in taxes ; and by those who de- 
pend upon them for what they require of this sur- 
plus produce for subsistence. It depends upon 
those who command the surplus produce, and the 
services, or mental and physical powers of those 
subsisted upon it, whether the latter are usefully, 
uselessly, or mischievously employed. They com- 

E 2 
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mand the necessaries of life, and the services of 
those who depend upon them for subsistence ; and 
if they do not employ them usefully, the fault is 
theirs. Man is an instrument whose mental arid 
physical powers may, in the rudest state of so- 
ciety, be made to contribute to the security, com- 
fort and happiness of his fellow-creatures; and 
these powers are always at the disposal of those 
on whom he depends for subsistence. Subsist- 
ence, in this early stage, is the only species of 
stock necessary to his efficient employment ; and 
whether this be given to him as capital, with a 
view to a return of profit to the individual who 
gives it ; or as revenue, with the view of bene- 
fiting society by his labours upon some great and 
useful work, he is equally employed.* 

In Peru there was but one great city ; not, as 
Doctor Robertson supposes, because industry had 
not extended to manufactures and commerce, but 

* It has been said that the employment of the people depends upon the accu- 
mulation of capital. But if by capital is meant, as Doctor Smith means by it, 
the produce of industry employed with a view to individual profit, the conclusion 
is not just. 

Both Doctor Smith and Mr. M'CuDoch say that their employment depends 
upon floating capital only ; and of floating capital, upon that part only, which 
consists of food, tools, and clothing. This reduces the terms of their proposi- 
tions to a tangible shape ; but the sense of the term is often changed in every 
page and every proposition, without any change in the word capital, Mr. 
M'Culloch makes employment depend upon food and clothing, whether they be 
employed with a view to profit or not. Then pray how can he say, that three 
millions a year are sent, in food and clothing, from Ireland, to pay absentees, 
and still deny, that any part of the produce, on which the employment of labour 
depends, is sent out of Ireland t Of this I shall treat again by and by. 
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because the whole of the surplus produce of the 
earth was distributed through the medium of the 
sovereign, and all the great public establishments 
of the empire, to whom that surplus was distri- 
buted, were concentrated in the capital or seat of 
his residence. In Mexico there were thirty cities, 
not because industry had been more extended, 
but because there were thirty great territorial pro- 
prietors, or mediums through which the surplus 
produce of the earth was distributed to establish- 
ments maintained at the seats of their respective 
residences. In the empire of Congo there were 
many cities, though society was in a still ruder 
state than in Mexico or Peru ; not because indus- 
try had extended, nor because there were many 
great territorial proprietors ; but because the em- 
peror delegated his authority to viceroys of pro- 
vinces, who became, as in China, the mediums of 
distributing the greater portion of the surplus pro- 
duce to great public establishments, maintained at 
their residences. 

But those subsisted upon the surplus produce 
of the land were more usefully or more innocently 
employed in Peru, which had only one great city, 
than in Mexico or Congo, where there were many.* 
There subsistence was not given to them as capi- 
taly with a view to individual profit ; but as revenue 
expended with a view to benefit society in general 

* Pem had only one great city. ** In all the dominions of the Incas only 
one place, Cuzko, had the appearance or was entitled to the name of a city." 
Hist vol. 3. p. 353. — Mexico had many. Hist. vol. 3. p. 315, 316. 
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by their labours ; as in Egypt, where all the great 
and useful works, in roads, canals^ bridges, gra- 
naries, &c. &c. were formed by subsistence dis- 
tributed as revenue. Peru had two great roads 
so formed, from Cuzko to Quito ; each fifteen hun- 
dred miles long, and both furnished with bridges, 
granaries, and places of accommodation throughout 
their whole extent. These works, though not form- 
ed with a view to profit, were really profitable to 
the sovereign; for, by facilitating the distribution of 
the produce of the land, they set a vast number free 
from that employment, and left them at the dispo- 
sal of the sovereign for other purposes, because he 
alone commanded the surplus produce, on which 
they depended for subsistence. They were still 
more useful to the people in general. They con- 
tributed to their security, convenience, and enjoy- 
ment ; and the stores preserved throughout their 
whole extent, made years of plenty supply the de- 
ficiency of years of scarcity. 

In Mexico and Congo* no such great and use- 
ful works were formed ; and though there were 
more towns and cities, the mental and physical 
powers of those who depended upon the surplus 
produce of the land were less advantageously or 
less innocently employed.f Their establishments 
consisted chiefly and almost exclusively of soldiers ; 

* See an account of Congo in the Latin compilation of M. Gotardus Arthus 
Damtiscanus. I know of no translation of this work ; but it deserves translation » 
Published, 1608, caput. 6. p. 124. 

t There was scarcely a passable road in all the empire of Mexico. 
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while those of Peru were chiefly composed of the 
religious order, which is said to have received 
nearly one-third of the annual produce of the 
land.* No doubt the greater part of this ecclesi- 
astical establishment might have been employed 
more advantageously for the society ; but where 
a great portion of those supported upon the sur- 
plus produce of agriculture must be left idle, they 
are more innocently idle as priests than as any 
thing else ; and in these early stages of society 
large ecclesiastical establishments seem essentially 
necessary to internal order and security. 

As the powers of the land to supply the neces- 
saries which man requires from it are commonly 
more limited than those of the other funds, the po- 
pulation of such great seats of demand, before in- 
dustry has extended beyond agriculture, and when 
all the lands are cultivated, can extend only with 
an increase of territory, or with improvements in 
the system of tillage. The surplus produce of the 
domestic lands is not, in such states of society, 
purchased from farmers and cultivators with equi- 
valents ; it is exacted as a right by the Govern- 
ments, in taxes ; or claimed as a property by the 
landlords, in rent. But these rights and claims 
cannot extend to other states and, • communities, 
that are independent of them ; and as they can, in 
this state of industry, have no equivalents to oflFer 
to such states and communities, in exchange for 

* Robertson's America, vol. 3. p. 338, 338. 
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« 

the surplus produce of their agricultural industry, 
their population can never extend beyond the 
numbers whom their own lands can provide with 
the necessaries of life. 

In such societies those only can be free and in- 
dependent, who have a property in the land, or 
in some instrument necessary to its cultivation ; 
all the other members must depend, either upon 
the proprietors of the land or upon the Go- 
vernment; and in the free states of ancient 
Greece, as the number of free citizens was conti- 
nually diminishing by the concentration of landed 
property, they were always proposing to extend 
the number by new sub-divisions of the land.* It 
is common to suppose that in these early stages 
of society, when the sovereign is the great proprie- 
tor of all the lands, because he is the great me- 
dium of distributing all their surplus produce, all 
his subjects are slaves ; but it is generally found, that 
more free men are employed directly and indirectly 
in the cultivation of the lands of such a nation, 

k 

than are employed in cultivating those of nations 
in which the land is distributed in property among 
the subjects. 

In Mexico, for instance, there were thirty great 
feudal or territorial lords, who had uncontrolled 
jurisdiction within their own dominions, each over 
a hundred thousand subjects, like the great feudal 
lords of the middle ages in Europe. They distri- 

• Polybius, B. 5th, 1. 9th. 
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buted the greater portion of their lands to inferior 
nobles in property, on condition of military service. 
The inferior nobles, having but a small portion of 
land, the cultivation of which they could immedi- 
ately superintend and inspect,' reduced all those 
by whom the lands were tilled to complete slavery 
and bondage, in order to take the greatest possible 
portion of what they produced. The lands distri- 
buted among them were tilled almost entirely by 
slaves ; as those distributed in allodial property 
among the Saxons in England, were tilled by the 
ancient Britons reduced to slavery. But the 
great feudal lords could not themselves superin- 
tend and immediately inspect the cultivation of 
their reserved lands. Instead, therefore, of urging 
those who cultivated them to work by the fear of 
the chain and the lash, they were obliged to in- 
vite them to it, by leaving to them a greater por- 
tipn of the annual return. Those who cultivated 
the lalnds of the great lord were, therefore, more 
free than those who cultivated the lands of the in- 
ferior nobles. 

But the sovereign was still less capable than 
the great feudal or territorial lords, to superintend 
and inspect the cultivation of his domains ; and 
found it still more necessary to invite men to till 
them by leaving, as the reward of their industry, 
a greater portion of the annual returns. All the 
farmers and cultivators of the imperial dom ains 
were free ; and where all the lands of the empire 
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belonged to the sovereign, all the farmers and cul- 
tivators were free men. In the estates of the in- 
ferior nobles of Mexico, we are told every free 
man held land in property ;* but this was because 
every man, who was not a noble with landed pro- 
perty, was reduced to the state of slavery. The 
Saxons, when they seized upon and divided the 
lands of England, reduced all the former occu- 
pants, to the number of more than a million, to 
slaves, transferable with the lands.f 

In Peru no man held land in property, and yet 
every man who cultivated the land was free, and 
held his lands on certain tenures, stipulating the 
portion of the produce he should pay to the sove- 
reign, and that which he should retain for his own 
use. J Those duly were considered in a state of 
servitude, who depended upon the surplus produce 
distributed by the sovereign, without holding an of- 
fice, or having any thing to offer but their services ; 
and they were employed in distributing that pro- 
duce, and forming and repairing the public 
works.§ When I say that in Peru no man had a 
property in land, I of course do not mean to use 
the term as a mathematical universal^ to which 
there is no exception ; as some lands were no 

* Robertson, vol. 3. B. 4. 

t Wilfred received from a Saxon convert an estate with the persons and pro- 
perty of its inhabitants, to the amount of eighty -seven families. Gibbon, vol. 4. 
p. 171. 

X They had no right whatever to alienate the lands given to them to till. 
Hist. B. 4th. 

§ Robertson's Hist. B. 4. vol. 3. p. 296. 
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doubt given to priests and favourites ; and some 
might have become property by prescription, as in 
those nations, (Egypt, Persia, and India,) of which 
Peru was a rude picture. I do not pretend to 
give a picture of society; I merely use a picture 
already given, as an illustration. 

In this early state of society no great town or 
city could grow up independent of public esta- 
blishments, under a very minute subdivision of 
landed property ; as all the surplus produce would 
be consumed by the proprietors upon the small 
portions of land that yielded it.* We are told 
that at one time England had above fifty thousand 
towns ; and these could not, of course, as justly 
observed by the Quarterly Review, have been any 
thing more than aggregate masses of** husband- 
men, f Every great town qr city that may have 
grown up independent of public establishments, 
under a different system, must, in such a state of 
society, or in any state, like that of India, which 
approximates to it, be destroyed by a minute sub- 
division of landed property. 

We may judge from the sacred writings, that 
landed property had been minutely subdivided 
in Egypt before the administration of Joseph : and 
that there were neither towns nor cities but what 
were composed by the ofl&cers of Government, the 

* The states of ancient Greece had their cities formed of public establishments, 
though the members were paid in rents and not in taxes, 
t I forget the number and expression, and recollect only the sense. 
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priests, and their immediate dependents. But 
by the purchase of all the cultivated land, made 
by the sovereign during the famine, he was en- 
abled to form towns and cities, "throughout the 
land of Egypt ; and this must have been a very 
important change in the constitution of the Elgyp- 
tian society, though I do not remember ever to 
have seen it, noticed by any writer.* The agra- 
rian cities then formed were, possibly, the seats of 
all those magnificent cities so much vaunted in 
after ages ; for while industry was so much con- 
fined, the mental and physical powers of those 
who formed the edifices by which they were 
adorned, must have been at thecommand of those 
who drew the surplus produce of the land in 
rents, as jfroprietors, or in taxes, as the officers of 
Government. 

When the lands were minutely divided among 
the Israelites, all the cities which had grown up 
under a different system disappeared ; as those 
which had grown up under the Roman dominion 
disappeared in Europe under their successors. In 
Israel, cities again grew up as the kings became 
the mediums of distributing a considerable portion 
of the produce of the land to fixed establishments ; 
and the employment given by David and Solomon 
to those who depended upon this surplus produce 

* " Aad Joseph bought all the laad of Egypt for Pharaoh; for the Egyptians 
sold eveiy man his Aeld, liecause the bmiae prevailed over them ; ao the land be- 
<:ame I'liaraoh's." " And as for the people, he removed them to cities from om 
end of the (lOTilenof Kgypt even <o the other end (hereof." Genesis, chap. 47. 
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for subsistence, in great works of ornament and 
utility, is one of the greatest evidences we have of 
their wisdom. It will be my object to show, in a 
subsequent chapter, that similar works might be 
formed in every part of our Indian empire with in- 
finite advantage to the people, and without any 
sacrifice whatever of revenue to Government; 
because industry is and must long remain confined 
almost exclusively to agriculture. 

When society has advanced, or industry has ex- 
tended to manufactures and commerce, a portion 
of those who had depended for their subsistence 
upon the proprietors of the soil, or upon the Go- 
vernment and its officers, acquire an independent 
claim upon what they require of the annual returns 
of agricultural industry, in the produce of their 
own mental and physical exertions, offered as an 
equivalent. All those who subsist upon the sur- 
plus produce of agriculture are no longer obliged 
to follow and attend upon those who command it, 
as the proprietors of the soil, or as the servants of 
the sovereign. They offer their equivalents to 
those from whom ^ they require the fiiiits of the 
earth ; and a bond of mutual dependence is form- 
ed between them. The seats of demand for land 
produce no longer depend upon public military, 
ecclesiastical, and other establishments; nor is 
the population any longer necessarily confined to 
the numbers that the lands of any particular com- 
munity can be made to maintain ; as these equiva- 
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lents can be made to purchase the necessaries of 
life from distant and independent nations. 

Seats of demand for land produce in towns and 
cities gTOwupnot<MilY independent of the lands they 
possess, for subsistence, but often without having 
any lands of their own at all employed as funds of 
supply.* The city of Palmyra was founded by 
Solomon in a situation which his wisdom disco- 
vered to be advantageous, as an entrepot im the 
Indian trade ; and it grew up to opulence and 
splendour in the midst of an arid and uncultivable 
waste. The great commercial cities of Tyre and 
Sidon had scarcely lands enough to furnish pleasure 
grounds for their wealthy citizens. Such cities, de- 
pending, not upon their own territorial funds, but 
entirely upon the employment of their instruments 
of distribution, like Venice and Holland, in later 
ages, might rise and flourish upon a barren rock, 
or in the midst of a dreary and steril waste, en- 
tirely independent of their own lands, or of any 
lands immediately around them, for a supply of 
necessaries, however agreeable and valuable they 
might find them as gardens and pleasure grounds. 
Hiram, who reigned over the commercial city of 



* Mr. Racaido and his School wish to eslahfish, that profits depend entirelj 
«pon the powcfs of the last bock taken into tillage ; and can be reduced only by 
dbe necesBty of leoooise to pooier soils. Thb is makii^ a cause oa\ of an efiect. 
The index in the Nile does not canse the rise of that river ; it merely indicates it to 
the pco|4e. They assmne that all instruments in commerce and manu£Mrtnres 
can always find employment. How did Palmyra, Tyre, Rhodes, Venice, ;kc. 
loM eni|rfoyment for theirs. Justinian by introducing silk destroyed some cities, 
sapportcd cntiidy by the instnunents which had brought it from India. 
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Tyre, despised the twenty agrarian cities, present- 
ed to him by his friend and ally, Solomon, as ex- 
hibiting nothing but a land of chains and slaves.* 

It is manifest, that in one case, where industry 
is confined to agriculture, and land the only fund 
of the necessaries of life appropriated, all taxes 
must of necessity be ultimately incident upon 
those by whom it is appropriated, however they 
may be levied or imposed ; but it is equally mani- 
fest, that in this case they must of necessity be so 
incident, merely because no other fund of the ne- 
cessaries of life happens to be appropriated by the 
state, or by individuals. By the appropriation 
they have constituted themselves, or have been con- 
stituted, the mediums of distributing the surplus 
produce of the fund appropriated ; but had any 
other fund been appropriated, the persons appro- 
priating would have been the mediums of distri- 
buting its surplus produce, in the same manner. 
The proprietors of the Nile might have had as va- 
luable a property as the proprietors of the lands, 
whose powers of fertility were unavailable without 
its waters ; and the farmers of many hundred 

* This passage has been rendered differently ; but *' land of Cabool" means 
land of Fetters ; doubtless from the land being cultivated by men in fetters; as they 
were in Europe, and have been all over the world in a similar states of society. 
" To bind their kings with chains and their nobles with fetters of iron," and 

Cabool means festers, both in Hebrew VllD and in Arabic, U^ See Psalm 1 49, 
Psalm 105, " whose feet they hurt with fetters." In these passages the same 
word is used in a different measure I admit ; but it is used in the same measure 
to express the same thing in Arabic ; and as it is used no where else in the Bible, 
it is fair to conclude that it is used in this sense here. 
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estates in every natuHi of the w<Hld would at this 
nuMnent double their rents for a stream of water 
equal to the irrigation of their lands. 

It is manifest, that in the other case, where in- 
dustry has extended to manufactures and com- 
merce, all taxes are not of necessity incident upon 
the proprietors of the lands ; but that heavy taxes 
may be levied, and large public establishments 
maintained, without any rents at all being receiv- 
ed from domestic lands, as funds of supply. 
Though history, as is justly remained by Mr. 
Hume, tells us of no state or city that rose to 
wealth or power in ancient days by means of ma- 
nufactures, history is replete with instances of 
their so rising by means of commerce. The funds 
or sources of wealth* are the lands, the mines, the 
fisheries, &c. &c. of a nation ; the instruments 
are those of production, preparation, and distribu- 
tion. Cities and states have risen to power and 
opulence without any domestic funds in lands, 
mines, or fisheries ; and consequently, without 
any instruments of production applied to them. 
They have also so risen without any instruments 
of production in manufactures ; and, consequently, 
their wealth and power have depended entirely 
upon the employment of those instruments by 
which the commodities of distant nations have 

* By wealth I must be distinctly understood not to mean exchangeable value 
alone. I nay call it, after Mr. Malthus, " every material thing necessary, useful, 
or agreeable to man ;'' but of this by and by. 
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been distiibiited.* Of such stiles and cities there 
are two dasBes: the commerce of onebeine mari- 
time, that of theodier imlamd. 

India sent a omstant supply of luxuries to the 
West, which enridied, by the emplo3rment of com- 
mercial instruments, every region through which it 
passed, fiom the days of Solomon to those of 
Vasco de Gama. As this stream changed its 
course, states and empires rose and went to decay. 
In the track to which it became diverted, the most 
steril and solitary deserts became the seats of 
busy multitudes, enriched by arts and adorned 
with magnificence ; while in that from which it 
was turned, the most splendid cities become soli- 
tary ruins; and countries rich in every natural 
gift, became waste and solitary. But India itself, 
the firuitfiil source of all these mighty revolutions, 
the seat of all the fuhds from which these luxuries 
were drawn, and of all the instruments by which 
they were produced and prepared, remained un- 
conscious and unchanged. 

Rich perhaps in all the materials of what Mr. 
Burke would have called '^ philosophical happi- 
ness ;" but poor in all those which he would have 
denominated " vulgar happiness ;" — no domestic 
industry, no foreign equivalents diffused substan- 
tial comforts among the great mass of her people ; 
no arts enriched, no taste adorned her cities. The 
specie she received from the West remained an 

* I do not of course here consider those which have risen by conquest. 

F 
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useless and unprofitable deposit in the palaces of 
her princes, and the temples of her gods,* till the 
invasion of the Mahommuduns. 

The instruments by which these luxuries of the 
East were distributed to and among the nations of 
the west, peopled and enriched every place where 
they became seated and establ^hed, whether 
these instruments were maritime or otherwise ; 
ami tile wealth and power of such places went to 
decay, and disappeared, as these instruments lost 
their employment, or changed their seats. Some 
of these seats of the instruments of distribution had, 
as I have stated, scarcely domestic lands enough 
■bo furnish garda:^ and {Measure grounds for their 
HKpulent citizens ; and very few of them sufficient 
to provide subsistence for their people. But ris- 
ing to wealth and power by means of commerce, 
tiiey drew from other nations ten times the quan- 
tity of agricultitral produce that their own lands 
^could ever have been made to yield ; and might 
have supported by taxes ten times the amount of 
pi!A)lic establishments, that all the produit net, or 
•surplus produce of their own agricultural labour 
omild have maintained. They might have paid to 
these public establishments ten times the amount 

* Pliny estimates the money sent annually to India by Rome, at fifty millions 
of 'Sesterces. L9». 6. 1. 23, md that sent hj the Whole empire tit one hun- 
and millions. Lib. 12. 1. 18. 

The Venetians sent annually, in the beginnii^ of the 15th century, five hun- 
dred diousand ducats. — Macpherson's Introduction to Hist, of European Com« 
merce with India. 
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of money that all their domestic lands ooiild be 
made to yield in rent, at whatever costs their fo* 
reig^ supplies were imported, and to whatever 
price the domestic produce had been raised. 

In a state like Sparta, where industry was con- 
fined exclusively to agriculture, the population 
could never exceed the numbers that its own lands 
could be made to supply. The lands were tilled 
by slaves, who, out of the annual returns, were 
never permitted to enjoy more than what was ab- 
solutely necessary for their subsistence ; and the 
surplus produce was distributed among the idle 
proprirtors, to whom every species of industry 
was disgraceful. Their business was to eat, play, 
and fight ; and when their numbers pressed against 
the means of subsistence derived from their slaves 
and their fields, they were either sent out in co- 
lonies, to seize and appropriate other lands, and 
reduce other people to slavery, or were put to 
deaths They were not, as in commercial 'and mar 
nu&ctuxing states, employed in domestic industry, 
to prepare equivalents, by which the produce of 
tlte lands of distant and independent nations 
might have been purchased, to subsist increasing 
numb^s. The taxes of such a state, when no 
oth^ fund was appropriated, must have been of 
necessity ultimately incident upon the proprietors 
of the land. 

In a country that has no tributary provinces ; 
. no absentees, spending incomes derivpd frpm other 

F 2 
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countries ; no people returning home with pro- 
perty acquired in other countries ; no contribu- 
tions from other countries to her domestic esta- 
blishments and institutions ; no industry but agri- 
culture ; and no other fund or source of the ne- 
cessaries of life than the soil appropriated, all taxes 
must necessarily be ultimately incident upon the 
proprietors of that soil, and be paid either directly 
or indirectly out of their rents. But where is such 
a country to be found, at least among the nations 
of modem Europe ? 

Athens was, perhaps, less a commercial than a 
manufacturing nation. The lands of that state, as 
we learn from the Economics of Xenophon, were 
all well cultivated by slaves, under the superin- 
tendence of free citizens ; but Athens, as we learn 
from Demosthenes,* imported a great part of the 
com, oil, and wine she required for her people 
from distant and independent nations. The citizen 
of Athens, who had a hundred slaves, employed 
as instraments in a domestic manufacture, to pre- 
pare equivalents with which to purchase the com, 
oil, and wine of distant nations, had as valuable a 
part of the surplus produce of the national indus- 
try, as he who had a hundred slaves employed as 
instruments upon his farm in producing corn, oil, 
and wine. What the one imported in exchange 
for his manufactured commodities, would be as 

* He told the people that Philip of Macedon knew well, that they, of all peo- 
ple, used the gieatOBt quantity of imported grain. See Corona. 
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much a portion of the annual reproduction, as what 
the other obtained upon his lands ; but any tax 
imposed upon the imported com, oil, and wine, 
instead of falling upon the land-proprietor, would 
necessarily increase his rents by increasing the 
price of these articles. 

A seat of demand for agricultural produce, to be 
purchased with equivalents, whether that seat be 
a town, a city, or a nation, may be established 
upon the revenues or incomes derived from the 
employment of domestic funds and instruments ; 
or upon a revenue deriyed from the employment 
of foreign funds and instruments. While the 
amount of the revenue is the same, the effects upon 
the land, and its value to the proprietors, are in all 
ordinary circumstances the same. As this re- 
venue increases, and this seat augments, recourse 
becomes necessary for supply to more distant and 
less fertile lands. The increasing demand indi- 
cates itself in an increased price ; and an increased 
price invites the cultivation of less fertile and more 
distant lands. 

The powers of nature which operate in agri- 
culture being limited, and, as it were, concentrated 
in appropriated mediums, every augmentation in a 
seat of demand for their produce renders necessary 
a recourse to less fertile and more distant funds, 
from which supplies are brought at greater costs ; 
and unless the price rises so as to pay the costs, 
the supplies will not be brought. The price rises 
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because the supplies are indispensably necessafy ; 
and as it rises, the proprietors of the more fertile 
and nearer lands, or concentrating mediums, draw 
a greater and a greater rent.^ The demands at 
any particular seat must regulate the distance of 
the land, and the quality of the soil, to which re- 
course shall at any particular time be had for sup- 
ply ; and the demand must effect the supply re- 
quired, through the medium of a rise of price, 
equal to cover all the costs of bringing it from these 
lands. 

Those who demand efiectually must have where- 
withal to pay these costs ; whether their revenues 
or incomes be derived from the employment of do- 
mestic frmds and instruments, or from the em-> 
ployinent of those of distant nations ; whether 
in taxes, trilMite, or private incomes; and, as 
Doctor Smith has justly observed, *' the price 
" of each particular kind of produce must evi- 
*^ dently be previous to the improvement and 
'^ cultivation of the land which is destined for 
" raising it."f When the produce from the poor- 
est and most distant lands, at any time in tills^e, 

* " The rent of land not only varies with its fertility, but with its situation, 
WfaMerer be hs fertility*" — Weahh of Nations, vol. i. b. i. c. 7. and 11. 
IK e7. and S28. 

'* Land in the neighbourhood of a town gives a greater rent than land equally 
leMt in a ctistant part of the countiy. Though it may cost no more labour to 
cuitiiwte the one than tke otbar, it must always tost ibore to bring the (»odue« 
to market from the distant land." Ibid. vol. 1. and Malthus on the naturt and 
progress of Rent. 

t WeiJth of Nations, vol. i. b. i. c. 11. p. 358. 
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becomes insufficient to supply the wants of the 
pe(^le at any seat of demand, the price rises, and 
indicates that recourse is necessary to lands still 
more distant and less fertile; and labour and 
stock, invited by the rise, are applied to them. 
The rise of price is an index by which every seat 
of demand, however great, <wr however small, 
makes its wants known to those by whom it is to 
be supplied ; and it is as well undemtood by the 
landlords and farmers of other nations, as that <^ 
the Nile was by those of Egypt. 

The application of labour and stock to more dis- 
tant and less fertile lands is an effect, and not a 
cause, as it has by some been assumed to be.* 
Labour and stock are invited to their cultivation, 
because it promises greater wages and profits than 
can be found in other employments; and this 
labour and stock are withdrawn when other em- 
ployments offer greater wages and profits. If lands 
of equal fertility, that is, yielding equal returns with 
precisely the same application of labour and stock, 
be employed in the supply, the value of one por- 
tion will be greater than that of another to the 
proprietor, just in the same proportion as it is 
nearer, and the expense of conveyance less. The 
produce of both sells for the same price at the 
same seat of demand ; but out of this price the 
costs of conveyance must be defrayed ; and these 
are greater from the more distant. Out of the 

* Ricaido, Mill, and M'Cullocfa. 
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price of produce more rent will, therefore, be paid 
to the proprietor of the nearer. If lands be em- 
ployed of different degrees of fertility, but yield- 
ing the same returns (owing to the unequal appli- 
cation of labour and stock,) we may suppose 
that the value of one portion to the proprietor will 
be greater than that of another, in proportion as a 
less quantity of labour and stock is employed, 
provided that both descriptions of land be equally 
tirell situated with regard to the seat of demand. 
Out of the same price for the same quantity of 
produce, more wages and profits, and conse- 
quently less rent, will be paid on the poorer 
lands. 

If the poorest lands employed in the supply in 
the vicinity of the seat of demand, be equal in fer- • 
tility to the poorest employed in the supply of the 
same seat at a great distance, it is obvious that 
the former must pay a considerable rent to their 
proprietors — a rent equal to the expence of con- 
veying the produce to that seat of demand from 
the poorest of the most distant lands. The degree 
of fertility, or the distance to which recourse is at 
any time had, is an effect and not a cause ; and 
can have no operation in reducing the profits of 
stock employed. While this stock is freely con- • 
vertible to other purposes, it will command the 
profits that can be made by its employment in the 
other purposes to which it is convertible. If the 
demand increases, and indicates itself by a rise 
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« 

of prices^ it is invited from such other purposes to 
the land ; and if the demand diminishes, and in- 
dicates itself by a fall of prices, the landlords must 
diminish their rents, or the stock will be diverted 
to other employments. Supposing the stock 
freely convertible, its profits are not influenced 
by recourse to poorer and more distant soils, as a 
cause.* If there be any error in my reasoning, it 
will be very easily detected. My object is to be 
clearly understood, not to support a particular 
theory ; and I have avoided using any term 
either vague or ambiguous, and assuming, as a 
premise, any conclusion, the truth of which is not 
generally admitted. 

If those lands which, according as demand in- 
creases at any particular seat, are required to be 
diverted to the supply, had before paid any rent 
to their proprietors — if, for instance, they had 
paid a small rent as pasture lands, but are now re- 
quired to supply -tillage produce — the price of 
tillage produce must necessarily rise, so as to en- 
able the farmer to pay this rent, over and above all 
the other expenses of producing and bringing to 
market, before such lands will be converted to the 
supply. Doctor Smith supposed, that the worst 
and most distant lands to which recourse became 
necessary from time to time for tillage produce, 
would be worth something to their proprietors for 

* The Ricardo School assumes that the rate oif profits is entirely governed by 
these as a cause. 
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other purposes ; and that till the price of produce 
rose so as to pay this something in rent, over and 
above all the other costs, it would not be con- 
verted to the supply,* 

This conclusion, the truth of which practical 
men readily admitted, has been disputed, or rather 
denied, by Mr. Ricardo, as its admission would 
destroy the foundation of all that is original in his 
theory. He has endeavoured to prove, that the 
poorest and most distant liands to which recourse 
is at any time had for supply, pay no rent ; and 
that the price of the produce derived from them 
must, therefore, be composed entirely of the wages 
of labour and the profits of stock employed in pro- 
ducing and bringing to market. This is merely 
applying to the soil what Doctor Smith himself 
had said with regard to coal mines ;f and the 
question whether it can or cannot be truly ajBSrmed 
of the produce of land, as it possibly may of the 
produce of mines, that in the price of that which 
comes from the most distant and least fertile 
no rent is paid, may be left to the schools, and 
can be considered of no importance by practical 
men. 

Some states and communities may be so cir- 
cumstanced as to draw agricultural produce from 
foreign countries, while they have much fertile 

* Wealth of Nations, vol. i. b.i. c. 11. p. 227. to 257. and 358. and 
vol. in. b. T. (. 2. p. 379. 

t Wealth of Nations, vol. i. b. i. c. 11. p. 258. 



Reviiw (f the First Sehook 75 

land at home waste and nncuhirated. Others, on 
the contrary, may draw no agricultural produce 
from foreign countries, while the very worst of 
their lands at home may not only be cultivated, but 
pay a high rent to th^ proprietors. The price at 
which foreign supplies can be purchased at the 
seats of demand in any particular state must, or* 
dinarily, depend upon the costs of production m 
the countries to which recourse is had for supply ; 
the costs of conveyance from these countries to 
these seats ; and the taxes or duties paid upon 
the supplies in the different stages of their pro^ 
gress. All these costs united may amount to no 
more than the wages of labour, and the profits of 
stock, required to produce the same kind of sup- 
plies upon lands of the first quality at home, in a 
manufacturing and commercial country. This la- 
bour highly skilled and stock highly profitable, 
employed in manufactures and commerce, might 
purchase more agricultural produce, encumbered 
with the costs of conveyance and taxes, from fo- 
reign countries, than they could produce if ap- 
plied to soils of great natural powers at home ; 
and while they can do this, labour and stock will 
not be invited to the cultivation of such lands. 
But when the costs of foreign supplies become 
augmented by the necessity oi recourse to coun- 
tries still more distant, or by taxes, the price of 
produce increasing will invite labour and stock to 
the tillage of their lands The price of produce 
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might go on increasing till labour and stock liad 
been invited to the cultivation of the most distant 
and very worst soils of such a state. 

Arthur Young very justly concluded, that stock 
had been diverted from the cultivation of the lands 
in France by the injudicious measures of the Go- 
vernment, which had given too great encourage- 
ment to its employment in commercial and colo- 
nial industry, and too much discouragement to its 
employment in agriculture.* England has in- 
vited the application of labour and stock to the 
cultivation of poor soils, distant from the seats of 
demand for their produce ; but their cultivation is 
the effect of prices increased by means of import 
duties, and the consequent application of labour 
and stock to their tillage. The profits of stock in 
other employments are not less because stock is 
applied to poorer and more distant lands ;f but 
labour and stock are invited from other employ- 
ments to poorer and more distant lands, because a 
rise of prices offers greater wages and profits. 

* See Travels in France, vol. i. p. 437. to 443. Arthur Young is, however, 
much out, when he supposes the East Indies take any capital from English land. 
An honest indignation carried him too far. 

t This is the hypothesis of Mr. Ricardo's School. Mr. Mill (with Mr. IU« 
cardo, and Mr. M'Culloch) considers the profits of stock in agriculture a cause 
regulating all other profits, p. 71, 72, 73. 82* and 63. Principles, &c. But an 
effBct, and regulated by the ordinary rate in other employments, p. 200. 202. 
242. 277. and 280. Principles, &c. and in p. 78 and 79. Capital is invited 
to land from other employments by iricreased demand for, and price of produce, 
and increase of profits ; yet profiu are therebif reduced. How are these things to 
be reconciled 1 
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No doubt a great deal of the poorer and more 
distant lands of England owe their cultivation and 
improvement to the taxes imposed upon the fo- 
reign supply ; and if these duties were removed, 
no doubt labour and stock would be driven from . 
their cultivation, to seek employment in other 
branches of industry. The great seats of demand 
upon the sea coast, and banks of navigable rivers, 
would no longer have recourse for supply to those 
lands, poor and remote, from which they are now 
fumis&ed; and as these were thrown out of til- 
lage, the better and nearer lands would pay less 
Z less rent to their proprietors. But it is very 
erroneous to suppose, as seems too commonly the 
case with closet reasoners, that the last lands 
taken into tillage must always be found in the 
course of time the least fertile : and that, ** those 
taken into cultivation three hundred years 
ago,"* must necessarily be now more fertile than 
those taken into tillage only twenty. The last 
lands taken into tillage may be much richer in 
natural powers than those which have been long 
in cultivation ; but from the difficulties and costs 
of removing impediments, and rendering those 
powers available, a very high price may be requi- 
site to invite the application of labour to them in 



* Ricaido, p. 286. He supposes the natural powers of the soil " original, 
inexhaustible, indestructible/* p. 49. 

They are neither one nor the other, so Mr. Mill supposes these powers of the 
soil, p. 31 and 71, second edition. 
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the first instance. In all probability^ much of the 
land brought into cultivation by these import duties 
is now the richest in the country. 

Aisiong maritime nations the price of agricul*- 
tural produce does not increase with the increasing 
demand in the same degree, nor to the same ex^ 
teat, as in inland countries, provided the costs of 
supply be not ausinented bv import duties. The 
dil^ulties and ^ of ippirmust alwap be 
ie«, from ae greater facUi^ of ecnveyanL 1^ 
sea ; and from those of communication witlf <;Qun'- 
tries in which the wages of labour are less, and 
the natural powers of the soil to which that labour 
is applied, are greater, and less exhausted by long 
tillage. Under a system of free imports, and witii 
seats of demand of the same number and magm<- 
tude, labour and stock will be more tardily invited 
to the cultivation of poor and distant lands in a 
maritime than in an inland country; and the 
lands will, consequently, be less valuable as a 
source of rent to their proprietors. 

Other things equal, lands will pay a rent to the 
proprietor, in proportion as the costs of convey- 
ance to the seat of demand for produce is less 
from them than from others, to which that seat 
has recourse for supply ; and the distance to 
which recourse is at any time had being the same, 
the costs of conveyance are in proportion to the 
diflSculties of transport. Any great seat of de- 
mand in an inland country must, therefore, pay 
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a higher price for land produce, brought from the 
same distance, than a similar seat with a conve- 
nient harbour upon a sea coast ; and one situated 
in an inland country without facilities of transport 
in navigable rivers, canals, bridges, and good 
roads, must, for the same reajson, pay a higher 
price for land produce brought from the same 
distance, than a similar seat situated in a country 
that has the conveniences. 

The Island of Mauritius, for instance, which im- 
fxnrts land produce from New Holland, the Cape 
of Good Hope, Madagascar and India, at present 
(1827), pays freight from Calcutta at the rate of 
forty shillings a ton, upon the rice received fiDr the 
use of the slaves ; and about the same is paid for 
eonveying a ton of land produce to the port from 
places ten or twelve miles distant, notwithstand^ 
lag the vast impmvements which the Government 
has made of late years in the facilities of convey- 
ance. The one is brought above forty de- 
grees of latitude and above tMrty degrees of 
longitude, at t^e same cost that the other is cotoe- 
veyed ten or twelve miles. The price, therefore, 
never rises to invite labour and Mock (dear as they 
are in Mauritius) from the cultiTation of sugar to 
the produotion of the necessaries of life upon 
jijiefie distant l:mid[%y for the supply of the port.^ 

When tike increase of demand at any particular 

^ The rent of lands is in consequence very little \ indeed a good deal of the 
vtrjxauAMU 8<nl, ton miles ^stant from tfie town, is waste, and unsefleable. 
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seat iarises from the increase of revenue, derived 
from the employment of the instruments of that 
seat in manufactures, commerce, &c., the wages 
of labour no doubt increase more with the increase 
of demand, than where it arises from an in- 
crease of revenue, derived from the employ- 
ment of the funds and instruments of dis- 
tant places. They rose probably more in the vi- 
cinity of Tyre, Rhodes, Carthage, and Athens, 
than in that of Rome, Byzantium, and Alexandria. 
They rise probably in the present day more in the 
vicinity of Liverpool, Manchester, Glasgow, &c. 
than in Madrid, Rome, Constantinople, &c. ; and 
where they do so rise, the rents of land must in- 
crease less. 

It has been sometimes found also, that where 
the increase of people, at any particular seat, 
arises from an increase of revenue, derived from 
distant countries, whether in private incomes or 
public tribute, the price of land produce does not 
increase with the increasing demand in the same 
proportion as in other seats. Agricultural poroduce 
has, in such places, sometimes been found the 
only available medium in which these private in- 
comes and public tribute could be remitted. Ra- 
ther than not draw any revenue at all from the 
distant countries on which their claims are secured, 
the Government or the individuals draw it in the 
raw produce of the land at a considerable loss ; 
and the price is rendered thereby less than it 
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would be at such seats, were they left to be sup- 
plied by the free competition of industry.* 

This was the case at Rome, a seat to which pri- 
vate incomes and public tribute were remitted 
from all quarters of the empire in land-produce ; 
and the lands in the vicinity of that great city with 
all her facilities of conveyance from distant pro- 
vinces, paid probably as little rent as funds of 
supply, as those in the vicinity of her great grana- 
ries of Egypt, Africa, and Sicily.f Tacitus la- 
mented, that Italy, which had formerly sent sup- 
plies of agricultural produce to distant provinces, 
should, while yet the fertility of her soil was un- 
impaired, be reduced to a dependence upon 
Africa, and Egypt ; and that the lives of the Ro- 
man people should be committed to the winds and 
waves. It had, perhaps, been more just to com- 
plain, that by the plunder of other nations, the 
Romans should have been maintained in an idle 
dependence upon a few great senators. 

In India every little village is a seat of demand 
for agricultural produce, as will be described in 
another part of this work ; but the great seats of 
demand, which are alone to be * considered 
in this place, are scarcely any of them founded 
upon revenues derived from the employments of 
instruments in manufactures, commerce, &c. &c. 

* See Wealth of Nations, vol. i. p. 232. b. i. 1. 11. 

t Tacitus, in describing the visit of Germanicus to Egypt, says it' had been 
thought, that the man who should possess himself of that province might starve 
Rome. 



82 Review cf ike FtrH School. 

They are almost all founded upon revenue derived 
in taxes and tribute from di$tant places ; and com* 
posed of the public establishments of Govern- 
ment, and their dependants in different capacities. 
The increase of demand at such seats arises from 
an increase oi these estaUishments ; and a dimi- 
nution from a decrease ; and as all their luxuries 
and the greater part (^ their c<mveniences are sup- 
plied from the industry of distant places or coun- 
tries, they have little influence upon the wages of 
labour in their vicinity, except as they raise the 
price of land produce with their increase, and re- 
duce it widi their dec^rease. 

As these seats of demand are augmented by in- 
creased public establishments, and recourse bec<Mnes 
necessary to more distant lands, the price of Ismd 
produce increases ; and the rents oi land increase 
the more that the wages of labour have been in- 
creased less than in seats (^ demand diflferently 
constituted. In other countries, good roads, c^h 
nald, bridges, and otiier facilities c^ distribution, 
follow an increase of popukiticai and demand at 
any particular seat ; whether that increase arises 
frfNQi one species of revenue or the other ; and by 
reducing the costs and difficulties of ccmveyance, 
the price of produce is prevented from rising so 
much as it otherwise would do with the necessity 
of recourse to more distant lands. But in India 
this is rarely the case. As demand increases, and 
recourse becomes necessary to lands more and 
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more diiKtant, no improvements are made iii the 
means of transport ; and the price increasing with 
the increasing demand, the value of the nearer lands 
augments, whether that value be taken in rents by 
the proprietors, or in taxes by the Government.* 

Nor is the increase of demand at ^uch seats in 
India ever prevented from causing a corresponding 
increase of priee^ by land produce being made the 
channel of remitting to them private incomes or 
public tribute ; as had been the case in Rome, and 
is, perhaps, still the case in some parts of the 
world. The public revenue by which these es- 
tablishments are supported is all levied from the 
distant places which contribute it, and paid to 
those who receive it, in money ; and with this 
money is purchased what free 'competition brings 
to the market. The price is prevented from rising 
neither by a remittance of revenue in land pro- 
duce, nor generally by the formation and improve- 
ment of great works, to facilitate distribution ; and 
while the price of produce increases with every 
augmentation of establishments and demand, the 
rents of the land from which these seats are sup-^ 
plied must increase. 

^ Since the ddmimstration off Lofil Hastmgs, ^mtrks to fieicilitate distribmioil 
bans bMA foriMd updn a i^e worthy the dignity of oca* Oovemment, as will be 
noticed in a subsequent chapter. One of the great minds in which this improve- 
ment in our Indian administration originated, has, unhappily, been taken away 
iiiMr# John Adam ; and it cannot but be a subject' of leptito the MAsible pari 
of the mercan^e community, that they lent themselves to the party of Mr. 
Buckingham, to embitter the last days of a man whom they know to have con- 
futed 90 greatly to Ae benefit of Our Eastern dominioms. 

G 2 
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This reasoning will probably be thou^t to ac- 
count satisfactorily for a great portion of those re- 
volutions in the value of landed property in India, 
which have been so often seen, so often lamented, 
but never satisfactorily explained in any publicaticm 
with which I am acquainted. Seats of demand for 
agricultural produce are very suddenly formed and 
augmented by our public establishments ; which 
are, in the present state of society and industry, 
almost the only centres of demand for the surplus 
produce of the land in India. As these seats of 
demand, however, are seldom formed or augment- 
ed by an increase to their collective numbers, their 
increase in one place must imply their diminuticm 
in another. In as much as they increase the de- 
mand for raw produce, raise the price, and aug- 
ment the value of land in the place to which they 
are removed, they must diminish the demand for, 
and the price of, land produce in the place fhmi 
whicii they are taken ; and, ccmsequently, reduce 
the value of land. 

Thus very great and very sudden revolutions 
are produced in the value of landed-proparty, and 
in the conditicm of the people in the different 
parts of our eastern dominions. The seats of de- 
mand in India may be compared to the sand-banks 
of her great rivers; they are in a state of continual 
revolution and change* Those parts in which 
seats of demand for land produce are formed or 
augmented, rapidly improve, while those from 
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which they are removed, or in which they are re- 
duced, go as rapidly to decay; not unfrequentlyto 
the surprise of the Government, which had calcu- 
lated on results totally different, and supposed 
that it was removing an oppressive burthen when 
it was taking away a source of prosperity. The 
same effects had always been following the same 
causes under different dominions in India, because 
all great seats of demand had always depend- 
ed entirely upon great public establishments, 
political, civil, military, or ecclesiastical ; and 
they have for more than half a century been fol- 
lowing the same causes under our dominion, 
without the connexion between them having been 
distinctly traced and clearly explained in any 
publication with which I am acquainted.* There 
can be no doubt, that such an explanation would 
have been of great practical importance, both to 
the Government and to the people of India ; for 
without clearly understanding this connexion be- 
tween great seats of demand and the value of 
land, we must be perpetually liable to errors of 
the greatest moment, as well in our political as in 
our financial measures, in the administration of a 
country where all these seats depend upon our 
public establishments, or upon public establish- 
ments at our disposal. 

* Since the Government has availed itself of the great talents, abilities, and 
application of Mr. Holt Mackenzie, in the office of secretary; in the Revenue de- 
partment, much clearer views have been had, and much more judicious mea- 
sures pursued in this branch of our Indian administration. 
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From the time when the Mahommuduns, in the 
thirteenth century, drew into circulation and em- 
ployment the precious metals, which, flowing in a 
perpetual streain from the West, had remained an 
useless deposit in the temples for more than three 
th(»isand years, the seats of demand for surplus 
agricultural produce in India made some progress 
in changing their character.* From depending 
entirely upon revenue drawn by the sovereign, or 
feudal chiefs, for the support of military and ec* 
clesiastical establishments, many seats of demand 
had come to depend upon incomes derived from 
employment in arts, trade, manufactures, and 
commerce. In Europe, when the great territorial 
lords were prevented by the vigorous administration 
of a few enlightened sovereigns, from plundering 
each other, and from exacting all the surplus pro-* 
du(^ of their own lands, to support licentious and 
idle militia, industry extended ; and the episcopal 
sees and the residences of the great officers of 

* The first invasion of southern India by the Mahommuduns, took place 
in 1293 of our iEra ; and from that time till it was fonned into an independent 
l^ahomm^dun Idngdom ia 1349, one invading i^iny followed another in quick 
succession ; and the treasures they sought seemed as inexhaustible as the human 
blood through which they waded to them. It was into this part of India, that 
^ preciova me tal» ^owed from tht West, and were lost in the t«mplea« Many 
miUi(nis flowed back to Europe through Tamerlane, Nadir Shah, &cv &c. Th9 
gold of the Duckun was to the Mahommuduns, what that of Mexico and Peru 
were afterwards to the Spaniards. The treasure taken back to Persia from 
India by Nadir Sl^h ha« been by wwi» computed at two hundred and thirty 
miUions of 9ur money ; and by some 90 Iqw as seventy millions, Three ad< 
venturei;^ r^^lumed fron^ these ei^ditiom into southern India, to murder their 
emperors, and ascend the throM by Uw «id of Ibeif booty. 
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state became the seats of arts^ trade, manufactures 
and commerce ; and die demand of these seats 
became^ in time, independent of military and eccle-^ 
siastical establishments. 

So it was in southern India, or India south of 
the Nurbudda river, while it was divided into inde- 
pendent Mahommudun sovereignties, and exhibited 
a picture of Spain under the Moors ; and so it 
was in other parts of India, as Malwa^ Gxizzerat^ 
and other places in which independent Mahom^* 
mudun sovereignties were established ; and so in 
Bengal and other parts, in which Governors were 
sovereigns in every thing but name. Improved 
tastes gave active employment to the people ; and 
the exercise of their physical and mental powers 
upon objects of luxury and convenience, conferred 
an independent claim upon what they required of 
the surplus produce of the land. The tastes dif- 
fered, but they all gave this employment. The 
tastes were in some parts, as in Bengal, for foreign 
and domestic luxuries, which, like those of Eu- 
rope, soon perish and disappear in their use or 
enjoyment. In others they were for great works, 
useful or ornamental, which though used and en- 
joyed, last through ages ; and after the lapse of 
centuries excite the wonder of the traveller. The 
one was like the taste of the Egyptians and other 
nations and states of antiquity, and that of the 
commercial states of Italy ; the other like that of 
the commercial and manufacturing states of modem 
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Europe. As far as they gave equal employment 
to those who depended upon the surplus produce of 
the land for subsistence, and had nothing to offer 
in exchange, but the use of the mental and phy- 
sical powers, they were both equally useful. 

The Marhatta power originated in the invasion 
and desolation of the independent sovereignties of 
southern India by the emperor Aurungzebe ; and 
rose gradually and simultaneously with ours, amidst 
the anarchy and civil wars, which followed his 
death, and continued under his imbecile successors.* 
We flatter ourselves with having conquered India 
— ^we have been merely the most successful compe- 
titor for dominion where aU dominion had ceased; 
and have merely been employed in collecting the 
scattered fragments of a general wreck. We have 
not yet applied our knowledge to form any thing 
out of these collected fragments ; and though they 
are all at our disposal, they are but fragments still, 
which another tempest may scatter. 

The few seats of great and independent demand 
which escaped the ravages of the civil wars, m 
which our power rose, we have consumed by slow 
d^[rees. The Marhattas destroyed them by their 
misrule, and by their want of taste for that luxury, 
convenience, and magnificence, which, under the 
MaluHnmuduns, gave active employment to the men- 

* He «ed A.D. 1707 ; iftw Iw kad radbrad sotttken !«& to a con^dele 
lad daiokti— » sucli as ll« uiybitiMi of Lo«b XTV. prodted 
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tal and physical powers of those who had nothing 
else to offer for the surplus produce of the land they 
required for their subsistence. We have destroyed 
them by our colonial, commercial, and manufacturing 
prejudices, and by other means that will be con- 
sidered in a subsequent chapter ; and between us 
we have reduced nearly all the great seats of de- 
mand for agricultural produce, to their primitive 
state of Hindoo simplicity, and dependence upon 
military and ecclesiastical establishments. 

The population of India is not, perhaps, less 
than it was under the Mahommudun dominion ; 
but our military establishments are reduced in 
number to perhaps one fiftieth part of what they 
then were, including the feudal militia. The ec- 
clesiastical establishments are no where increased; 
on the contrary they are much diminished in all 
the fixed seats. Infinitely less numbers are now 
employed in manufactures, trade, and all the arts 
that contribute to the convenience, luxury, and. 
embellishments of life. Our civil establishments 
are certainly not in numbers one-tenth of what 

' they were under the Mahommudun government. 
The system of agriculture is now as good as it W3s 
then, and our lands are not much less fertile ; 
consequently they will yield as great a surplus 
produce. Where then, may we ask, are all those 
who are subsisted upon the surplus produce of the 
land ? Where, if we take one-third of the pro- 

, duce as surplus in revenue, are the thirty millions 
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of people subsisted upon it ? Are they employed 
in our public establishments ; or are they any where 
useftilly employed? These are questions that 
have, in all probability, suggested themselves to 
many well informed men in India, though I have 
never heard them stated. 

It is not my object, in this chapter, to enlarge 
upon the practical application of my reasoning to 
our Indian administration, as this will be the sub- 
ject of future chapters, and would extend this to 
too great a length. I may, however, here state, 
that when we have had a cession of territCHry from a 
native prince or chief, in lieu of money subsidies, 
we have generally chosen it from its fine condi- 
tion ; and this fine condition has commonly arisen 
from the great effectual demand for land produce, 
furnished by the great military establishments 
maintained within them under the former govern- 
ment ; establishments that consumed not only all 
the surplus produce of such territories, but that 
of lands far beyond their boundaries. 

The wages of agricultural labom* are paid in 
kind, and , are pretty nearly the same throughout 
all parts of India ; and the corn rents are pretty 
uniform, or ought to be imiform, from lands of the 
same natural fertility throughout the country ; but 
money rents from lands of the same quality vary 
according to their distance firom the seat of de- 
mand for their produce, in a manner quite incre- 
dible to Aose who have had no opportunity of 
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perfioual observation. There are no roads in any 
part of the empire, over which a wheeled ^^aniage 
can pass for the greater part of the yeir, from any 
great seat of demand, to the distant lands to which 
it has recourse for supply ; and it is not at all un*^ 
common, to bring raw produce to these great 
seats, a distance of one hundred and fifty miles, 
upon the backs of bullocks. The costs of eon* 
yeyance in this mode amount, in ordinary seasons, 
to more than double the price of the produce it* 
self upon the lands from which it is brought ; 
consequently the price of produce at the seats of 
demand must be more than three times what it is 
at the distant lands that supply it. The reason is, 
that besides the costs of conveyance, the wastage, 
and taxes, and duties, imposed upon the produce 
in its transit, must be paid in the price, and can 
be paid in nothing else.. 

The quantity of produce purchased upon the 
most distant lands for one pound sterling, must be 
sold in the seat of demand for three or four pounds 
sterling ; and the produce drawn from the lands 
in the vicinity of that seat, must be sold at the 
same price ; because there cannot be two prices 
for the same thing in the same market. If cme- 
half the produce be taken for rent in botli, the 
distant land from which that quantity of produce 
is taken, will pay a rent of ten shillings ; but the 
same quantity of land in the vicinity will pay a 
rent of thirty or forty shillings ; because both 
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lands are supposed of the same quality^ and both 
to give half their produce as rent. 

The territories ceded to us are commonly upon 
the frontiers of the state from which we receive 
them ; and this circumstance^ which makes them 
the more eligible for us, has commonly occasioned 
their being made the seats of great military esta- 
blishments, which by their demand for agricultural 
produce, have extended the cultivation, and in- 
creased the population and industry of these terri- 
tories. But as these territories border upon our 
own, the great establishments by which they have 
been occupied and defended, are no longer ne- 
cessary for military purposes. No danger can be 
apprehended from without ; and to prevent inter- 
nal disorder, the few troops we are willing to 
maintain are thought to be more necessary within 

* 

the territories reserved by the native state. Our 
administration of such newly acquired territories, 
therefore, begins commonly by reducing or re- 
moving the whole or nearly the whole of such es- 
tablishments. 

Befojre, however, they are removed, or that our 
intention of removing them has been promulgated^ 
a settlement of the land revenue is made for a pe- 
riod of years , and this is probably rated upon a 
calculation of the average money rents, paid to the 
former Government for a certain number of years 
preceding the transfer. Or, calculating upon the 
increased tranquillity and security that cannot fail 



Review of the First School. 93 

to follow the removal of such large military estab- 
lishments ; and the consequent increase of labour 
and stock applied to the lands, the farmers and 
cultivators may' be prevailed upon to engage at 
this rate for the first year, and for every succeed- 
ing year of the settlement at an increased rate, or 
at what is technically called a Rmudee Junta. 
This arrangement, completing the long impatiently 
urged measures of disbanding and removing pub- 
lic establishments, and reducing local expenditure 
to the lowest possible scale, is carried into effect. 
But an effect not calculated upon soon manifests 
itself in the most unequivocal symptoms. A very 
deficient market, or no market at all, is found for 
the surplus produce of the land, which the farmers 
and cultivators are very willing to give the Go- 
vernment in rent or revenue ; but finding no 
market in which they can exchange that produce 
for money, they find themselves unable to pay 
money to the state. Government will, however, 
take nothing but money in rents and revenue ; and 
unless it brings back the public establishments, 
increases in some other shape the local expenditure, 
or reduces the assessments, lands are soon thrown 
out of cultivation, farmers and cultivators are 
thrown into jail for defalcation or contumacy, or 
they desert to other countries with all their move- 
able stock ; and the assessment inevitably reduces 
itself by rapid degrees through a period of dis- 
order, wretchedness and depopulation. 
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An increased local expenditare, in pnbUc works 
of great and general utility, may possibly some- 
times suggest itself to the local authorities as of 
much greater advantage than reductions in the as- 
sessment ; but they can have little hope that any 
arguments they can adduce will ever bring the pa- 
ramount authorities to the same just conclusion, 
and this is scarcely ever had recourse to. Mr. 
M'CuUoch has told them, as he has told the ab- 
sentees of Ireland, that the abstraction of revenue 
can never take away employment from a country, 
nor its expenditure ever give it ; and the absurdity 
of this doctrine has never yet bcten sufficiently ex- 
posed. The employment of the people, he says, 
depends upon capital, and capital is not reduced 
by the abstraction of revenue. If we turn to his 
** Principles of Political Econcwiy," we find ca- 
pital to be all that portion of the produce of a na- 
tion's industry, which can be made available to the 
support of human existence, or which can facili- 
tate production, without regard to its actual em- 
{do3^ent,. whether as stock or revenue ;* and the 
employment of the people we find to depend ^i- 
tirely upon that portion of the national capital, 
which consists of food and clothing. If the Irisb 
absentees take three millions a year in food and 
clothing from Ireland, it cannot be affirmed very 

* Ftge&92, 9S, 94, and in ^ 115, be iMdtes man himsell eopitattcad" as 
much the produce of labour as any other raaohine.'^ This portioii of caf ital is 
certainly not deficient in Ireland ; and it is a good portion where good use is 
made of it — but of this by and by. 
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consistently with such definitions, that no capital 
18 thereby taken from Ireland, nor any thing upon 
which the employment of labour depends.* A 
local expenditure would in such territories provide 
a salutary market, in which the rude produce of 
the land might be exchanged for money, paid by 
the GrOTemment for mental and physical powers 
employed for the benefit of the people ; and with- 
out it, the assessments too often reduce themselves 
through years of wretchedness, oppression, and 
disorder. 

The reserved territories of the native state into 
which the military establishments have been re- 
moved, improve rapidly in extended tillage, and 
increased population and industry. Not only do 
the money rents, paid by the farmers and culti- 
vators to their Government, return to them in ex- 
diange for their produce, but that collected by us 
in the c6ded territories, and paid to these removed 
esitablishments, is distributed among them in the 
same manner. The native Government and its 
officers being, like ourselves, unacquainted with 
the efiects of these establishments up<m the value 
ef the lands, have not of course, any more than 
ourselves^ made their settlements of the land re- 
venue with reference to their probable increase or 
decrease ; and all the increased value they impart 

* I attribute te-Mr^M'OiUoch the- paper ea absentees, m the 85tli number ef 
the Edinburgh Review ; and regret that his talents should have been wasted 
upon it; and that so excellent a publication should. have been employed to cir- 
coiate so much fMlacy and sophistry. 
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to the lands in these reserved territories, goes for 
a time to the fanners and cultivators. Tillage is 
extended, stock augmented, and population in- 
creased. At the expiration of existing leases the 
Prince of course shares liberally in these advan- 
tages ; and sometimes finds, that instead of a pecu- 
niary loss, he has made by the new arrangement 
a considerable gain ; as all the frontier districts, to 
which he had before been obliged to make annual 
remittances of money, are now become tributary 
to his treasury. If these districts cease to yield 
the means of paying what we require to send 
him, through the medium of these establish- 
ments, we must furnish it from our other trea- 
suries. 

In India the agricultural classes have little of 
fixed and inconvertible stock upon the land, to de- 
tain them; and generally local attachments are 
not permitted to grow up and take a strong hold 
of the mind among them. Districts that are 
lightly assessed are very soon peopled and culti- 
vated at the expense of those whose lands are 
highly assessed ; for whole families and commu- 
nities emigrate with not only all the instruments 
of tillage, but all the materials of good society in 
their train. Though our Grovernment is always 
liberal, and prepared to relieve pressure upon the 
agricultural classes when fully assured of its exist- 
ence, that pressure often manifests itself in the 
desertion of the lands, and the emigration of the 
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people before that assurance can be conveyed. I 
have seen an immense^extent of country saved 
from desolation by the ofl&cer in charge, relying 
upon the confidence of the Government in his in- 
tegrity and judgment, taking upon himself to re- 
lieve distress and arrest the^progress of emigration 
by a great and general reduction in the assess- 
ment. He fell a victim to his anxiety and mental 
labours ; and in him society lost one of its most 
amiable members, and the Government of India 
one of the best public servants they have ever 
had.* 

In the territories, of which he had charge, the 
eflFects of disbanding, reducing, and removing 
public establishments were so great, that in a few 
years the farmers could scarcely, with the whole 
annual produce of their lands, sold at the price 
to which it was reduced, pay the rate at which 
they had cheerfully engaged before these esta- 
lishments were taken away ; while the farmers of 
the reserved territories, into which these establish- 
ments were removed, could pay theirs from the 
sale of the chaff alone, for the use of the cattle. 
Though the subject will be treated more in detail 
in another part of this work, I may here remark, 
that the lands we receive in this fine state of cul- 
tivation, have been commonly more or less ex- 

* I regret that I do not at present feel at liberty to name this distinguished 
individual, who was so great an ornament to the Bengal Civil Service - but 
there is not a member of that service who will not know whom I mean. 

H 
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hausted by long tillage ; while those of the re- 
served and less cultivated territories have for the 
most part been enriched by long fiadlows ; and 
could pay a higher rent, even if the advantages 
with regard to the market were equal. From twenty 
to thirty years of tillage unassisted by manure, 
. irrigation, or hooding, will reduce the finest soil 
in India from a return of twenty-fold, to one of 
three or four ; and, generally speaking, the lands 
of India are assisted only by the mechanical appli- 
cation of the plough. This can only develop ex- 
isting powers — it can add no new ones to the soil. 
My object is to have my propositions clearly un- 
derstood, and my conclusions found applicable to 
useful purposes ; and these objects may, I hope, 
be effected without a more particular reference, 
which I do not at present feel at liberty to make 
to the particular cases by which my reasoning is 
illustrated. That my statements here are strictly 
true, will be acknowledged by the revenue de- 
partment of our Indian administration; and for 
that chiefly are they intended. 

These great seats of demand, and the just and 
liberal views of one local administration, render 
the lands more valuable, and impart a feeling of 
permanent interest in, and local attachment to the 
soil; but the removal ofthese establishments again 
reduces this value, while a less just or liberal ad- 
ministration takes advantage of thesQ feelings of 
attachment, to exact from the farmers and cultiva- 
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tors more rent than the lands can fairly be made 
to pay ; and this continues till these feelings are 
lost, and the lands are left waste, or let to wild 
speculators, or needy adventurers, who have nei- 
ther character to support, nor property to lose.* 
If native Governments outrage these feelings of 
local attachment more than we do (a thing we are 
often apt to believe merely because we wish to 
believe it) they certainly know a great deal better 
how to create them. They encourage the forma- 
tion and maintenance of those links, by which 
man's affections are connected with the soil, while 
we either discourage or entirely neglect them. 
A grove of mangoe-trees, a temple, or a reservoir, 
is a strong link, by which the affections of the 
man who formed it, and those of his posterity, are 
bound to the spot upon which it is formed ; and 
though under native Governments the officers may, 
more often than under ours, av^il themselves of 
such links to exa^t undue rents, yet their forma- 
tion is encouraged by them, and directly or indi- 
rectly discouraged by us. 

It is always difficult and usup^Uy impossible to 
ascertain precisely the value of lands as a source 

* Mr. Browne found the lands of Egypt divided between t^ie Govemmei^t 
and the Church, all private rights of property in the soil having disappeared 
under a loog system of oj^r^ssioa. The cultivators, as in India, had the pri- 
vilege of quitting their lands when they pleased ; but olaimed no right of pfo- 
perty in them. Still he found persons, whose families had, without any right of 
property in them, cultivated the same lands for several generations. — See Travels 
in Egypt. 

H 2 
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of money rent or revenue to Government; and 
wherever this tax upon the affections is imposed 
within our territories, it arises from this difficulty 
— because there is, as I have observed already, a 
disposition, as well in the Government as in the 
European revenue officers, to relieve pressure in 
the public burthens, as soon as an assurance of its 
existence is felt. Mr, Elphinstone, whose liberal 
feelings and enlightened mind are an honor to the 
service in which he has risen, and to the Govern- 
ment over which he now presides, has told us, 
that a large portion of the cultivators of the Poona 
states, before they came under our dominion, were 
proprietors of the lands they occupied, subject to 
the payment of a land tax to Government ; but, 
that Government had taken advantage of their 
local attachments, to make them pay considerably 
more than what was paid by mere tenants at will.* 
It should not be forgotten, however, that some 
preceding administration of that Government 
must have encouraged the growth of these feel- 
ings, by a more just and liberal policy. 

Such works as temples, reservoirs, canals, 
groves, &c. are never in India formed with a view 
to profit, consequently never by capital, in the 
common acceptation of that term ; because they 
never secure a claim upon the land or labour of 
any one. Under oppressive administrations, the 

* See his report upon the territories acquired from the Peishwa. 
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farmers and cultivators of the soil, and the pro- 
prietors, where there are any, avoid the formation 
of such works, lest the Government officers should 
avail themselves of them, and of the feelings they 
create, to exact more rents than they should be 
obliged to pay for lands in which they have no 
such works and no such attachments — in other 
words, to tax their affections. I^ some parts of 
India they even avoid, as an established rule, the 
cultivation of an estate upon which they live, and 
have the little stock they possess. They will not 
even keep and repair their ploughs upon the lands 
they till ; so that they have no local tie whatever, 
of which the proprietor or Government officers 
could avail themselves as a means of undue exac- 
tion. Upon the estate in which they live they 
have nothing more than their hut, their plough, 
and their bullocks ; and in this they pay a tax 
rated upon the plough, of about ten shillings; 
while the tax they pay upon the lands tilled with 
this plough in another estate, varies from six to 
ten times this sum, according to the quality of the 
soil, and its distance from the seat of demand. 

The natural powers of the richest soil in the 
world may be soon exhausted by an uninterrupted 
succession of impoverishing crops, without manure 
or irrigation ; and to develop, repair, and improve 
these powers by irrigation and manure, much pro- 
perty and labour must be invested in fixed and in- 
convertible stock. But while such stock, in- 
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stead of enriching the proprietor, is to famish the 
means of his oppressicm and ruin, he will assuredly 
not invest his labour and property in its formation. 
The greater part of the stock required for an im* 
proved system of tillage, and for the creation of 
feelii^ of local attachment, is of a fixed and in- 
convertible nature ; and if an improved system of 
tillage, and feelings of attachment to the soil be 
desirable, as they unquestionably must be in all 
countries. Governments should encourage its in- 
vestment by all possible means. We are told by 
Volney, that in Turkey, circulating stock escaped 
the officers of Government, while fixed and incon- 
vertible stock was made an instrument of oppres- 
sion and outrage. ** La classe qui fait valoir les 
** denr^es, en les mettant en oeuvre ou en circula- 
** tion, n'est pas si mal traits que celle qui les 
** procure : la raison en est que les biens des ar- 
^^ tisans et des marchands, consistant en effets 
*^ mobilaires, soiit moins soumis aux regards du 
** Gouvemment que ceux des paysans."* 

Even in the rudest or most simple state of so- 
ciety, in (Nrder to make the earth yield its firuits, it 
is necessary to invest property and labour for the 
formation of stock, inconvertible for a time ; and a 
feeling of security in the exclusive possession for 
that time must be given, or they will not be so in- 
vested. We are told by Caesar and Tacitus, that 
the Germans gave this security for only one year ; 

* TniYels, chap. 36. 38. 
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and we may be assured that beyond the seed no 
inconvertible stock was invested by them in the 
lands they tilled. The former tells us, that they 
changed often the seats of cultivation, to prevent 
the acquisition of property, and preserve equa- 
lity ;* and when industry was so confined, to pre- 
vent the appropriation and improvement of the 
land, was an effectual mode of preventing the ac- 
quisition of any property but flocks and herds. 
Though from the nature and circumstances of our 
great seats of demand for agricultural industry in 
India — ^their constant liability to change situation, 
to increase and decrease, and the consequent fluc- 
tuation of value in the ^ lands, I should not think 
a fixed land tax, or a land tax rated upon a fixed 
vduation generally expedient ;t still I think we 
have not yet in our periodical settlements given 
sufficient encouragement to the investment of pro- 
perty and labour in fixed and inconvertible stock, 
absolutely necessary to an improved system of 
tillage and to feelings of local attachmentto the soil. 
It is quite absurd to talk of a want of capi- 
tal upon the land in India : there is no such want. 
It sibounds in all parts ; and is in all parts availa- 
ble, as long as the Government leaves sufficient 
of the annual returns to the proprietors, farmers, 
and cultivators. All that is wanted is a concen- 

* Pe Bel. Gal. Lib. vi. L 10th. 

t In a suhtequent chapter this will be shown to be the land tax of almost all 
European nations. 
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tration of capital, as will be explained in a subse- 
quent chapter ; and to this want the Ryutwar as- 
sessment is directly opposed.* I have said more 
than I intended in this chapter, on the practical 
application of my reasoning to Indian administra- 
tion, because I thought it might be useful ; and the 
digression will, I hope, be excused, from the mo- 
tive, by those who may feel no particular interest 
in that subject. 

It will appear from the foregoing reasoning, 
that a seat of demand, whether a village, or a 
town, a city, or a nation, which has no equiva- 
lents to offer in exchange for land produce, either 
arising from the employment of its own domestic 
funds and instruments, or drawn from the employ- 
ment of those of other places, in private incomes 
or public tribute, must necessarily depend for 
supply upon its own lands. It can have no effec- 
tual demand for the land produce of any other 
place ; and is as effectually debarred from all pur- 
chase of the necessaries of life from other countries, 
while it continues in these circumstances, as it 
could be by any insurmountable barrier of nature. 
The population of such a seat of demand might, at 
the same time, extend to the utmost numbers that 
its own lands could be made to supply ; and the 
history of Egypt, Israel, and the Grecian Repub- 

* How this concentration can be best effected will be considered in another 
chapter : but in the mean time I may say, principally by letting lands in estates 
from two hundred to two thousand acres each. 
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lies may satisfy us, that a very good system of 
tillage is , by no means incompatible with a very , 
simple state of tastes and manners. 

If in such a state of society the lands were all 
distributed in pri^vate property, all taxes would be 
of necessity ultimately incident upon land rent, 
provided no other fund of the necessaries of life 
were appropriated, and no other claim had been 
created by the formation of some instrument ap- 
plied to the cultivation of the soil, or the distribu- 
tion of its produce. The moment that any other 
fund is appropriated, or any such instrument is 
formed, to convey a claim to others — from that 
moment all taxes cease to be of necessity incident 
upon the proprietors of land. The landlords depend 
upon them, as much as they depend upon the land- 
lords : an independent income is derived from an 
independent claim ; and this becomes income lia- 
ble to.be affected by taxes, either in its acquisi- 
tion or in its expenditure. In this early stage of 
society the appropriation of land is no less neces- 
«ary to its efficient improvement, than as a conse- 
quence of value, arising from the necessity of re- 
course to portions more distant and less fertile, as 
society concentrates and becomes fixed in seats of 
demand. The powers of the soil to supply food 
being limited within the capacities of the other 
funds to supply what we require from them, the 
object of all societies is to develop and improve 
these powers as population increases ; and for this 



M 
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purpose appropriation seems necessary.* The 
Mahommudun law-giver, the Persian, and the 
Hindoo, all recognize this necessity; and convey 
a right of property in the soil to him who by his 
property and labour shall render it available for 
the subsistence of man. 

The other funds of subsistence require not the 
application of material and intellectual stock, to 
make them conducive to our subsistence ; and 
appropriation is unnecessary to them, either for 
their efficient improvement, or as a consequence 
of recourse to worse and more distant. But as 
society advances, and man requires something 
more than the absolute necessaries of life, mate- 
rial and intellectual stock is applied to these un- 
appropriated funds, to make them conducive to 
our more refined enjoyments ; and though man is 
still left to draw freely from them what he requires 
for his mere subsistence, he is often made to pay 
a rent for them in the price of his luxuries and con- 
veniences. The material and intellectual stocky, 
by which these unappropriated ftmds are made to 
contribute to our luxury and convenience, and 
the produce of the appropriated funds, to our more 
refined enjoyments, forms an independent daira 
unknown in the ruder and more simple state of so* 
ciety ; and this claim is made to contribute its 
portion to the public burthens of the state ; while 

* There is a singular coincidence in the very expression of these several law- 
givers, as will byand by be noticed in the chapter on " land-tenures.'* 



Review of the First School. 107 

k is, at the same time, made the medium of con- 
veying another claim of the Government, upon all 
those members of the community, who partake of 
Ae enjoyments, in the increasied prices they pay. 
As this material and intellectual stock grows up 
in society, even the fountain of light and the at- 
mosphere become appropriated, through its me- 
dium. It is not permitted to be applied to these 
funds, but in such places, and at such times, and 
in such portions as the Government may please 
to license ; and thus the powers and properties of 
these funds, in as far as they contribute to our 
more refined enjoyments by its means, are limited 
artificially, as those of the appropriated funds are 
naturally.* Though a man may freely enjoy all 
the advantages of the fountain of light without, he 
is obliged to pay a rent for it within, through the 
medkim of a tax upon his windows ; and though 
a man may breathe the atmosphere freely, he is 
obliged to pay a tax for it in the price of some of 
his enjoyments, through the medium of the instru- 
ments that extract them. It would be great folly 
to say, that the tax we paid for the sun, through 
omr wmdows ; and that which we paid for the at- 
mosphere, through such machines, were ultimately 

^ Mr. Buchanan accuses Doctor Smith of mistaking the nature of pro£ts de- 
nied from secrets in trade ; because he had said they were " the high prices of 
their private labour ;" and says they are no wise different from land-rent. See 
his edition of .the Wealth of Nations, vol. i. b. i. L 7. p. 91. But Doctor Smith 
thought them different. See 5th edition, vol. u b. i. L 11. p. 225. 
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incident upon land rent, unless the incomes from 
which we derived the means were composed of 
rent. 

As society advances from the simple state, and 
industry extends, individuals, who have no share 
in the appropriated funds of our subsistence, in- 
vest their labour and their property in the forma- 
tion and acquirement of that stock by which their 
powers are made available and improved, and their 
produce distributed, and formed into enjoyments, 
suitable to our wants and our tastes ; and by this 
employment they acquire independent claims not 
only upon the annual returns of these funds, but 
upon those of funds situated in distant countries. 
Others invest their labour and their property in 
the formation and maintenance of the material 
and intellectual stock, by which the unappro- 
priated funds are made to contribute to our en- 
joyment ; and by which the enjoyments of distant 
nations are distributed among each other in com- 
mercial intercourse ; and they thereby acquire 
incomes independent of the proprietors of domestic 
lands. Others acquire independent claims by the 
formation and employment of that material and 
intellectual stock, which contributes to our 
amusement, our instruction, and our secu- 
rity ; while others, by the employment of mate- 
rial and intellectual stock, in distant nations, 
acquire a claim upon the annual returns of their 
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funds and instruments, which, when they return 
home, enrich their country by a tributary stream 
of enjoyments. 

Others again acquire a claim upon the annual re- 
turns from the land and labour of their country, 
by investing their property in that stock, which is 
neither employed in augmenting the amount of our 
enjoyments, nor in increasing the sum of their ex- 
changeable value. Such is the national debt of 
England ; and such all those private debts, which 
have been contracted without augmenting or im- 
proving the funds and instruments of production, 
or increasing the revenue of those upon whom 
the obligation to pay the interest or profits, de- 
volves. I do not pretend to deny, that much of 
the national debt has been contracted for the be- 
nefit of the nation ; for without the liberty and in- 
dependence which it has contributed to secure, the 
quantity and powers of our funds and instruments 
would have diminished ; of what they produced, 
a great portion would have flowed in a tributary 
stream to a foreign state ; and the portion left us 
to enjoy, we should have enjoyed without dig- 
nity. 

In time all the members of an improved society 
become more or less independent of each other for 
the portion of enjoyments they receive ; and the 
claim of every one is or may be made to contri- 
bute its portion to those enjoyments, which are 
distributed to the public establishments through 
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the medium of the Government. The material 
and intellectual stock of public establishments is 
not necessarily the less employed for the benefit 
and enjoyment of the people, that it happens to be 
employed by, and paid through the medium of the 
Government. A Government which does its duty 
to the people will pay no more of this stock than 
what it can and does employ for their advantage, 
and though in the more advanced stages of society 
Governments commonly employ too much, in the 
earlier stages of society they have often employed 
too little ; and left without honest subsistence, to 
prey upon the very vitals of civil society, those 
who would have gladly contributed their mental 
and physical powers to its support. 

As society advances, and a greater variety of 
independent incomes become acquired, to contri- 
bute to the support of public establishments, the 
financial system of a Government necessarily be- 
comes more complicated, in order to make the 
burthen fall more equally. The financial system 
of a nation may, therefore, be considered always 
to expand with the growth of its material and in- 
tellectual stock. 

Though industry declined, and material and 
intellectual stock disappeared in some few nations 
after their subjection to the Roman dominion,* the 

* Epirus was a rich, powerful, and populous nation before conquered by the 
Romans, under whom it became ruined and depopulate. Paulus '^milius de- 
stroyed in it seventy cities ; and carried away a hundred and fifty thousand peo- 
ple as slaves. — Strabo, Lib. 7. 
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general tendency of that Government was to ex- 
tend industry and augment this stock, by the for- 
mation of towns and cities ; the construction of 
great works, useful or ornamental ; the introduc- 
tion of arts ; the establishment of good laws, effi- 
ciently administered ; and useful institutions, reli- 
giously maintained. The financial system of the 
Romans in their distant provinces became more 
complicated, as their dominion in them became 
more firmly established ; as the necessary conse- 
quence of the growth of this stock among the 
people. But the general tendency of the northern 
barbarians, who conquered and occupied these 
provinces after the decline of the empire, was to 
destroy all this material and intellectual stock ; 
depopulate the towns and cities ; subvert the Go- 
vernment, laws, and institutions established by 
their predecessors; and bring industry back to 
its state of primitive simplicity. 

It was, therefore, their tendency to simplify the 
financial system of their predecessors ; for when 
* they had reduced industry to agriculture alone, 
and land had become the only fund of the neces- 
ries of life appropriated, all taxes became neces- 
sarily incident upon the proprietors. The only 
thing left for the sovereign to consider, in his finan- 
cial system, was the most convenient and equita- 
ble mode of taking what he required from theni, 
and he could not be long in discovering, that a 
plan much less simple than that of the Romans 
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would answer his purpose. A justly celebrated 
writer has, however, ventured to deny that the 
Gauls and Romans ever paid taxes even imme- 
diately after the conquest of the Franks, '■ be- 
^* cause he cannot conceive how these Franks 
" should have been at first such gre3t friends , and 
" afterwards such sudden enemies to tajces. It was 
" very natural, that the Roman art of tax-gathering 
'* should fall of itself in the monarchy of the 
" Franks, because it was a most complicate art, 
" far above the conception and wide from the 
" plan of this simple people."* 

It would, however, be found much less difficult 
to teach the Tartars, should they now invade Eng- 
land from the banks of the Jaxartes, our compli- 
cated system of finances — or at least to get Eng- 
lishmen who would gather the taxes for them — '- 
than to prevail upon them to preserve all that ma- 
terial and intellectual stock, those towns, cities, 
arts, trades, manufactures, commerce, laws, insti- 
tutions, establishments, &c.&c. that render a com- 
plicated system necessary. They would, in all 
probability, soon simplify our system, as the 
Franks did that of the Romans, not by wisely 
framing a code more suitable to their plan of li- 
berty, but by reducing industry to agriculture 
alone, or restoring society to its primitive state of 
pastoral simplicity. We find that the capacity of 

• Esprit des Loix, b. 30. U 13. 
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these barbarians, to comprehend a financial code, 
instead of improving, got worse and worse after 
their establishment ; and that they could compre- 
hend scarcely any thing but a tax upon heads, 
about the time that all the material and intellectual 
stock which had grown up under the Roman Go- 
vernment, laws, and institutions, had been entirely 
destroyed. 

"Towards the commencement of the first race," 
says the same author, " we meet with an infinite 
" number of free men both among the Franks and 
" the Romans ; but the number of bondmen in- 
*^ creased to that degree, that at the beginning of 
*^ the third race, all the husbandmen, and almost 
*' all the inhabitants of towns, were become slaves ; 
" and whereas at the first period there was very 
" near the same administration in the cities as 
** under the Romans, namely, a corporation, a 
senate, and courts of judicature ; at the other 
we hardly meet with any thing but a lord and 
" his bondmen."* When we find society reduced 
to territorial lords, and predial slaves, we may 
venture to conclude, that their system of taxation 
is very simple; aijd that the plan of liberty or 
system of anarchy effected this simplicity of their 
financial code by destroying the material and in- 
tellectual stock of the country. Were the Cossacks 

* Esprit des loix, L. zxz. 1. 11. 

" Under the Merovingian Princes the Roman cities were abandoned to ruin 
and solitude.*' — Gibbon, vol. v. p. 143. 
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and Tartars to conquer England and France, and 
enjoy the same liberty which the Saxons enjoyed 
in the one, and the Franks in the other, of first 
pillaging, destroying, and reducing to slavery the 
people, and then pillaging and destroying each 
other, they would in the course of a few genera- 
tions reduce our financial system to a very simple 
form, not "far above the conception nor wide 
*' from the plan of a firee and simple people." 

The system was not simplified by the incapacity 
of the barbarians to comprehend it. The taxes 
continued to be collected through agents perfectly 
well acquainted with the plan, while the funds 
destined to pay them were preserved ; and were 
not all changed into military services till society 
was reduced to land-proprietors and their bond- 
men ; industry confined to agriculture ; and no 
equivalent could any where be found to receive in 
exchange for land produce, and offer in taxes to 
Government. 

Though the financial systems of most European 
nations are, no doubt, more complicated that is 
requisite for an equitable taxation ; that system, 
to be equitable, must necessarily become more 
and more complicated as society advances, in- 
dustry extends, and nations improve in wealth and 
enjoyments. It was very sensibly observed by 
Arthur Young, ** that taxes ought to bear lightly 
*' upon an infinite number of points, heavily upon 
*' none ; and that simplicity in taxation was the 
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'' greatest additional weight that could be given 
^' to taxes, and ought in every country to be most 
" sedulously avoided."* And the same author 
has observed of the impot unique, of the School of 
Quesnai. " I know not whether Mr. Locke was 
" the original father of the doctrine, that all taxes, 
" laid in any manner whatever, fall ultimately on 
'* land ; but whoever started or supported it, con- 
*' tributed, towards the establishment of one of the 
" most dangerous absurdities that ever disgraced 

*' common sense."t 

That they are not so incident where industry 
has extended, has, I believe, been sufficiently 
shown in this chapter ; and in the next chapter I 
hope to show, still more satisfactorily, that the 
conclusion of economists — that all taxes must fall 
upon the wages of labour, the profits of slock, or 
the rent of land, actually employed in producing and 
bringing to market — and, that if they cannot fall 
upon one of the three, they must all fall exclu- 
sively upon two — and that if they cannot fall upon 
two of the three, they must all fall exclusively 
upon one — is a conclusion founded entirely upon 
false premises. 

• Travels in France, vol. i. p. 596. t Ibid, p. 590. 
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CHAPTER 11. 

OUTLINE OF A NEW SYSTEM OF POLITICAL 

ECONOMY. 

INTRODUCTORY REMARKS. 

The natural price of every material enjoyment 
is that which is neither more nor less than sufficient 
to pay the funds and instruments employed in the 
supply, according to the average rate of rents, pro- 
fits, and wages, at the time and place of employ- 
ment ; together with such taxes and duties as may 
enter into the costs of its production, in the diflfer- 
ent stages of its progress. A part of the costs 
which enter into and compose the price of our ma- 
terial enjoyments is incurred before they, or the 
materials of which they are formed, leave the 
funds that yield them ; and the rest of these costs 
are incurred in the different stages of their pro- 
gress, before they reach the possession of those 
for whose enjoyment they are destined. In many 
cases, however, their costs do not cease to 
accumulate, even after they are in our posses- 
sion. After having paid all those costs which 
have been incurred upon them in the different 
stages of production, preparation, and distribution, 
we continue to pay others before they are com- 
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pletely suited to our wants or to our tastes ; or be- 
fore we are permitted to enjoy them. 

We must employ a cook to dress our victuals, 
after we have paid for them at our doors or in the 
market ; and before we can enjoy them upon our 
tables, additional costs must have been incurred. 
After we have purchased our coach, and in the 
price have paid all the costs incurred in the differ- 
ent stagey of its progress, we must pay a tax or 
duty, and thereby incur additional costs before we 
are permitted to enjoy the use of it in our airings 
. or ourvisits. After we have purchased glass for our 
windows, and, in the price, have paid all the costs 
incurred in the supply, we must pay a tax or duty 
upon it before We can enjoy the pleasure or advan- 
tage to be derived from it. These costs we do not 
pay in the price of the enjoyments; nor could we add 
them to their price or value in exchange, if we 
should again wish to dispose of them. We hs^ve 
paid these taxes and duties for the use and enjoyment 
of the articles ; they have formed no part of the costs 
incurred upon the articles in the different stages 
of their progress ; and those who require to pur- 
chase, can always, under ordinary circumstances, 
supply themselves with similar articles at the 
rate of costs so incurred. Those whose busi- 
ness it is to supply such articles do not themselves 
use or enjoy them — they pay therefore no tax for 
the use or enjoyment ; and those who require to 
purchase can always, under ordinary circum- 
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stances, be supplied by them at a price no more 
than sufficient to cover the costs incurred upon 
the articles before they reach our hands ; conse- 
quently, should the purchaser determine to sell 
again, he will not receive a price sufficient to pay, 
over and above these costs, the taXes or duties we 
may have paid for the use or enjoyment. 

Some of our enjoyments come to our hands, and 
are used and consumed without paying a tax in 
any stage of their progress ; and the natural price 
of such enjoyments is neither more nor less than 
what is sufficient to pay the funds and instalments 
employed in the supply, according to the average 
and ordinary rate of rents, profits, and wages, at 
the time and place of employment. Some of these 
enjoyments are provided from unappropriated 
fimds or sources by labour alone ; and their costs 
are composed exclusively of wages : others are 
supplied firom unappropriated sources by both 
stock and labour, and their costs are composed of 
profits and wages : others are supplied fi'om ap- 
propriated sources or funds; and their costs are 
composed of rents, profits, and wages. But when 
taxes or duties are imposed upon the functs or 
sources whence these enjoyments are derived; 
upon the instruments by which they are produced, 
prepared, and distributed, or upon these enjoy- 
ments themselves in the different stages of their 
progress, they necessarily form a component part 
of the costs of supply ; and when the burthen of 
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their payment is shifted off^ as it commonly is 
from the funds or proprietors of funds^ or from the 
instruments or proprietors of instruments, upon the 
consumers, it is done through the medium of an 
increased price, which the latter are obliged to 
pay for the enjoyments. If the burthen of the 
payment cannot be shifted off upon the consumer, 
through the medium of an increased price, it must 
necessarily fall upon the instruments or proprie- 
tors of the instruments employed in the supply, 
or the proprietors of the funds from which the en- 
joyments are supplied. 

That the natural price is the central point to 
which the prices of all commodities are continually 
gravitating, is an established truth, in which all 

« 

schools and all individual writers upon the subject 
of political economy seem to be sufficiently agreed. 
" Different accidents may sometimes keep them 
** suspended a good deal above it, and sometimes 
" force them down even somewhat below it ; but 
** whatever may be the obstacles which hinder 
*' them from settling in this centre of repose and 
" continuance, they are constantly tending to- 
" wards it."* The general principle being admitted 
as an established truth by all, the only questions 
that remained to divide the schools were. What 
are the component parts of price ? What are the 

^ Wealth of Nations, vol.i. booki. chap. vii. p. 87. Mr. M'Calloch has 
quoted this passage in the French dress given to it by the Marquis of Gamier, 
Principles, 250 to 252; also 223. 245. 259. 261. 
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costs that are to be paid out of it ? And what 
are the circumstances which regulate or influence 
the component parts which each school or each 
individual may think proper to admit ? 

Mr. Ricardo thought proper to admit only two 
component parts, the wages of labour, and the 
profits of stock ; and upon the truth of these 
being the only component parts of price or ex- 
changeable value, the whole of his elaborate sys- 
tem reposes for support. Mr. M*Culloch, as a 
disciple of this school, has, of course, come to the 
same conclusion ; and very naturally pronounces 
the work of his great master as " equally profoimd 
" and more original than the Wealth of Nations." 
In political economy, as in religion, poetry, and 
philosophy, that which is the least comprehensible 
is often the most popular ; but in a science which 
is so applicable to the everyday purposes of society, 
men must in time return to plain sense and honest 
opinions ; and the reputation of Mr. Ricardo s 
book will then be discovered to be founded chiefly 
upon the very ingenious manner in which every 
proposition has been involved in obscurity.* 

Dr. Smith, in treating of price and exchange- 
able value, admits over and above the wages and 
profits of Mr. Ricardo, the rent paid for the ap- 
propriated funds or sources firom which our mate- 

* M. Say tdk us that Destutt do Tracy came to tfie same condusioii as Mr. 
Ricaido, in his Commentaiy on the Spirit of Laws, c. 13. See Say*s Princi- 
dples, b«ii. c.9. 
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rial enjojrments are derived ; and in the estimation 
of the uninitiated of that school he is more correct 
than Mr. Ricardo, inasmuch as he excludes less 
of what even the uninitiated of either school per- 
ceive it to be absolutely necessary to admit. Dr^ 
Smith admits as component parts of price or ex- 
changeable value, only the rents, profits, and 
wages, paid for the land, labour, and stock, ac- 
tually employed in the supply ; but after he has 
drawn the many important conclusions which de- 
pend for their truth entirely upon these being ad- 
mitted to be the only component parts, he attempts 
to prove elaborately that taxes enter into price and 
exchangeable value as a component part ; and 
proceeds to draw another set of conclusions, which 
depend for their truth entirely upon this admis- 
sion.* In the same manner Mr. Ricardo founds 
his whole theory of profits and wages upon the 
assumption that nothing but' profits and wages, 
paid for stock and labour, actually employed in 
the supply, can possibly enter into price or ex- 
changeable value as component parts ; and after 
he has exhausted all his stores of reasoning and 
illustration upon this hypothesis, he proceeds to 
an elaborate attempt to prove that price is so aug- 
mented by taxes, which necessarily enter into it 
as component parts, that men are driven into fo- 
reign countries to spend their incomes. By such 

* Wealth of Nations, vol. iii. b. v. c. iii. p. 430. 5th edition, London* 
This is the edition that will be quoted throughout this chapter. 
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errors and inconsistencies has the world been per- 
plexed ; and a highly important science brought 
into disrepute ! 

When taxes are imposed upon the funds from 
which our material enjoyments are derived, upon 
the instruments by which they are produced, pre- 
pared and distributed, or upon these enjoyments 
themselves in the different stages of their progress, 
and the burthen of their payment is shifted off 
upon the consumer, they must necessarily form a 
component part of the price or exchangeable 
value ; and any system founded upon their exclu- 
sion must necessarily be unsound. One commo- 
dity pays them when another does not, or one 
conmiodity pays more of them than another, com- 
pared with the amount of the other component 
parts of its costs ; and the commodity which pays 
more taxes, compared with this amount, must bear 
a greater proportionate price or value in exchange. 
The tax paid upon the enjoyment in any stage of 
its progress is a component part of its costs ; and 
if all the component parts of the cost be paid in 
the price, the price of that enjoyment will be 
greater than the price of another enjoyment, in 
which all the other component parts of the cost 
are equal, but on which no tax at all, or a less 
tax is paid. The value of one in relation to the 
other will be greater ; and it will be greater in 
relation to money, that is, in price. Remove the 
existing taxes from our sugars, and retain them 
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upon our wines, sugar wouFd fall in exchangeable 
value in relation bo& to wine and money. In- 
crease the taxes upon our tea and retain them 
the same upon our sugars, and tea would rise in 
value in relation to sugar, and in relation to money, 
that is, in price. But, it is to insult the common 
sense of mankind to multiply instances in order 
to illustrate a truth so simple and manifest as 
this, that taxes and duties enter into the costs of 
our material enjoyments, and form a component 
part of their price and value in exchange. 

By the hypothesis of every school, all taxes 
must be paid out of one or more of the parts which 
it may be pleased to admit, as exclusively com- 
posing the sum total of price* or exchangeable 
value, and they can be paid out of nothing else. 
The Ricardo school, for instance, admits only the 
profits of the stock, and the wages of the labour 
actually employed in the supply; and as all taxes 
must, according to its hypothesis, fall upon one 
or other of these component parts, and cannot for 
any considerable time fall upon the wages of 
labour, they must all fall upon the profits of stock 
actually employed in the supply. Doctor Smith 
admitted the rent of appropriated funds or sources, 
as a third component part of price and exchange- 
able value ; but he considered that price or ex- 
changeable value to be composed exclusively of 
the rent, profits and wages, paid for the land, 
stock, and labour actually employed in the sup- 
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ply ; and all taxes to be of necessity incident upon 
one or more of these three component parts. If, 
therefore, any member of any society receives 
rents, profits or wages for land, stock or labour, 
not actually employed in the supply of our enjoy- 
ments, he cannot possibly contribute any thing to 
the public burthens of the state in taxes ; because 
his rents, profits or wages cannot form any com- 
ponent part of the price or exchangeable value of 
these enjoyments, out of which alone taxes are or 
can be paid. 

As much of the perplexity in which this as well 
as many other branches of this important science 
has been involved, appears to me to have arisen 
from expressing by the same terms things in them- 
selves very different, I solicit most earnestly the 
reader's careful consideration of the following rea- 
soning, which he will, I hope, find calculated to 
unravel much of the mystery in which the subject 
of taxes has hitherto been involved. 

Doctor Smith, the great father of the science, 
considered the wages of the labour, the profits of 
the stock, and the rent of the land, acttmlly em- 
ployed in the supply of our enjoyments,* as the 
three original sources of all revenue public and 
private ; and in this he has been followed by 
almost every other writer, with whose works I am 

• The tenn enjoyments here, as in other parts of this work, expresses the ob- 
jects of enjoyment. In common language the tenn is applied to the feeling 
produced, rather than to the thing which produces it 
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acquainted. " The price of every commodity 
** taken separately, and of all commodities collec- 
" tively, must resolve itself into the wages of the 
" labour, the profits of the stock, and the rent of 
" the land, that have been employed in producing 
" them, and bringing them to market." " All taxes, 
and all the revenue founded upon them, all 
salaries, pensions, and annuities of every kind, 
are ultimately derived from one or other of these 
original sources of revenue ; and are paid either 
" mediately or immediately from the wages of 
" labour y the profits of stocky or the rent of land''* 
In this hypothesis Doctor Smith has been follow- 
ed by every late writer upon the subject ; nor do 
I know of one that has in the slightest degree dif- 
fered with him in the general principle ; and the 
consequence has been, that the fallacy involved in 
the use of the terms has run through the whole of 
their reasoning on the subject of the ultimate in- 
cidence of taxes. 

The wageSy profits and rentSy which are paid for 
the labour, stock and land, actually employed in 
producing and bringing to market the commodities 
of societies, and which, according to the above 
hypothesis, compose the whole of their price or 
exchangeable value, are confounded with the 
wages y profits and rents that are paid for labour, 
stock and land not so employed. We pay a rent for 

* Wealth of Nations, vol. i. b. ii. c. ii. p. 423. 
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a public park or promenade ; we pay profits, to the 
amount of about thirty millions a year, for stock in 
a public debt to the amount of about eight hundred 
miUions ; we pay the wages of labour to our army, 
navy, ecclesiastical, civil and judicial establish- 
ments ; but neither the land, the stock, nor the 
labour for which we pay is employed in pro- 
ducing and bringing to market commodities. Nor 
could the rents of the first, the profits of the second, 
nor the wages of the third, form any part whatever 
of the price or exchangeable value of these com- 
modities, according to the above hypothesis. They 
must, therefore, be distinct firom the wages, pro- 
fits and rents, described as forming the whole price 
of commodities. They are, indeed, by Doctor 
Smith himself, described as distinct. *' The 
" sovereign, with all the officers both of justice 
** and war who serve under him, the whole army 
" and navy ; churchmen, lawyers, physicians, men 
" of letters of all kinds ; players, musicians, opera 
" dancers, and menial servants, are all unproduc- 
" tive labourers, because their labour adds nothing 
" to the price or exchangeable value of the annual 
" produce of the land and labour of the society'*.* 
Their wages are not, therefore, added to the price 
or exchangeable value of our enjoyments ; they 
can form no part of the rents, profits and wages, 
which compose the price of these material enjoy- 

• Wealth of Nations, vol. ii. b. ii. c. ii. p. 2, 3. 
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ments ; and as they can neither be the same thing, 
nor a part of the same thing, they must be a differ- 
ent thing. 

But the same hypothesis makes all the annual 
produce of the land and labour of the society to 
be distributed ultimately to its different members 
in the wages of labour, the profits of stock, and 
the rent of land.* It is, however, abundantly 
manifest, that the wages, profits and rents, which 
compose the price or exchangeable value of our 
material enjoyments, cannot be the same wages, 
profits and rents, in which they are ultimately dis- 
tributed to the different members of the society ; 
and it must be equally manifiest, that it is out of 
the rents, profits and wages, in which the enjoy- 
ments are ultimately distributed for consumption, 
that the different members pay all those taxes, 
that are added to their price or exchangeable value 
in the different stages of their progress. The pro- 
fits of stock in a manufacture must be different 
from the profits of stock in the public funds ; the 
wages of labour employed in agriculture, different 
fi^om the wages of labour employed in our churches 
and our regiments ; and the rents of land employ- 
ed in tillage, must be different from the rents of 
land used as public parks and promenades. They 
all, however, partake in the ultimate distribution ; 
and those who receive them are all more or less 
liable to the incidence of taxes. 

* Wealth of Nations, vol. i. b. i. c. vi. p. 78. and vol. i. b. ii. c. ii. p. 423, 424. 
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The wages, profits and rents of one class, must 
necessarily be added to the price or exchangeable 
value of enjoyments, because they can be paid 
out of nothing else ; but the wages, profits and 
rents of the^other class may or may not be added 
to this price or exchangeable value, just as the 
taxes firom which they are paid are or are not im- 
posed upon the funds firom which they are derived, 
the instruments by which they are produced, pre- 
pared and distributed, or upon the enjojrments 
themselves in some stage or other of their progress. 
Nothing is more common in India, under native 
governments, than to grant pensions in the shape 
of a privilege to impose certain duties on certain 
articles in transit, and the wages of such grantees 
are added to the price to be paid by the consumer 
for such articles. Were the Government to make 
itself the medium of levying the duty and paying 
it to the grantees, their wages would still be added 
to the price. But if Government were to grant a 
pension in a privilege to levy a duty for the enjoy- 
ment of a thing, a coach or a glass window, for in- 
stance, or a palanquin, the wages of the grantee 
would not be added to the price oi glass, coaches, 
or palanquins. 

^' The whole ro/iie of the annual produce of 
^' every country is thus divided among, and con- 
** stitutes a revenue to, its diflerent inhabitants ; 
'^ and the gross revenue of all the inhabitants of a 
" country comprehends the whole produce of 
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" their land and labour."* But if the gross reve- 
nue of all the inhabitants of a country, in its ulti- 
mate distribution, comprehends the whole annual 
produce, it comprehends something more than the 
price or Exchangeable value added to that produce 
by the wages, profits and rents,- paid for the labour, 
stock and land, actually employed in the supply. 
These wages, profits and rents, form but a part of 
the costs incurred upon commodities in the differ- 
ent stages of their progress, before they reach the 
hands of the consumer ; and, consequently, form 
but a part of the price which the consumer has to 
pay for them. That portion of our taxes which is 
added to the costs of commodities in the different 
stages of their progress, forms a part, and a very 
material part, of their price or exchangeable value ; 
and in a very great portion of our more refined en- 
joyments, these taxes form a greater part pf that 
price or exchangeable value than all the rents, 
profits, and wages paid for the land, stock, and 
labou? actually employed in providing them. 

In the second place, the price which the con- 
sumer pays, including, over and above th^se rents, 
profits and wages, the taxes added to the costs 
in the different stages of their progress, is not the 
whole amount which these enjoyments cost him. 
He has still to pay wages and profits over and 
above those which have been added to the com- 

* Wealth of Nations, vol. i. b. ii. c. ii. p. 423, 424* 

K 
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modities before they reach his hands. Out of the 
enjoyments he purchases, he must pay something 
to the interest of the national debt, in a tax upon 
his coach ; and the interest of the national debt is 
the profit of stock. He must still pay his cook a 
portion of the victuals he receives from the market, 
as the wages of his labour, employed in preparing 
these victuals for his enjoyment. 

If there be any truth in what I have here stated, 
it is manifest, that the wages, profits and rents, 
which, according to the hypothesis of economists, 
compose the whole price or exchangeable value of 
the annual produce of society, are neither the same 
thing, nor equal to the same thing, as the wages, 
profits and rents, in which that produce is ulti- 
mately distributed for enjoyment, and upon which 
the burthen of taxes is incident. The one is only 
part of the other, and all conclusions that rest upon 
the ground of its being assumed as the whole, 
must necessarily be unsound. Such conclusions 
"wrill be found in abundance, not only in every 
chapter, but in almost every page of modem 
writers upon the subject of political economy and 
taxation ; and to this fundamental error may be 
traced most of the mistakes and perplexities in 
which that science has become involved. Such 
conclusions will be more particularly noticed in 
the course of this and subsequent chapters of this 
work ; but my present object is to show, that the 
rents^ profits and wages, paid for land, stock and 
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labour, actually employed in producing and bringing 
to market the enjoyments of society, do not, as 
is supposed, compose the whole of the price of these 
commodities ; and are not the whole of the wages, 
profits and rents, in which every individual of the 
conmiunity receives his portion for enjoyment. 

If this has been shown, it will, perhaps, appear 
that the wages, profits and rents, paid for labour, 
stock and land, actually employed in the supply, 
ought not to be considered, as they have hitherto 
been by almost every writer upon the subject, as 
"the original sources of all revenue, public or 
**. private;" since all revenue is not derived from 
them ; but that the labour, stock and land,* for 
w:hich they are paid, ought alone to be so con- 
sidered. In a society depending entirely upon its 
own domestic resources for supply, these are the 
original sources from which all revenue, public or 
private, must be derived ; and in the present 
chapter, I shall consider the possessions of such 
a society under the four following heads : — 

1st. The funds or sources from which are de- 
rived our enjoyments, or the materials of which 
they are formed. 

2nd. The instruments by which they are pro- 
duced, prepared and distributed. 

3rd. These enjoyments in their different stages 
before they reach the possession of the consumer. 

* Indiuling in the term ' land' all the appropriated funds, the soil, the mines, 
the fisheries, salt pits, &c. 
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4th. The enjoyments in the possession of those 
for whose enjoyment they are destined. 

1 shall now venture to oflfer a definition of the 
most important terms used in the science of poli- 
tical economy, strictly in the sense in which they 
are generally, and, with few exceptions, uni- 
formly, used in the great work of Doctor Smith. 
These exceptions, though few, have been import- 
ant, as the fruitful source of error in this great 
work itself, and in the numerous theories that 
have been founded upon it by more recent but 
less able writers. In this, as in other branches of 
philosophical inquiry, the errors of a great mind 
have been seized upon with avidity, and made the 
foundation of schools and systems, while the great 
and important truths have been neglected and 
disregarded ; and, unhappily for the science and 
for the purposes to which its conclusions are ap- 
plicable. Doctor Smith is now little studied, except 
in those theories which have been founded upon 
his errors. I must at the same time premise, that I 
do not offer these definitions for the guidance or 
instruction of my readers ; and that none of the 
conclusions of this chapter will be found to depend 
upon these definitions being received as in them- 
selves strictly correct ; because I purpose to make 
every term that has been the subject of doubt or 
controversy, define itself in the particular proposi- 
tion where I use it. 1 give these definitions, to 
show the sense in which the terms are generally 
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used by the great father of the science, and in 
which I believe it would be of advantage always 
to use them ; and I think the reader will, in the 
course of this cha|)ter, find sufficient grounds to 
be satisfied, that a vast deal of error and per- 
plexity has arisen from altering the sense in which 
these terms are used, as often as it may be found 
necessary to suit them to difierent conclusions. 

Capital. That portion of the wealth of an in- 
dividual or of a community of indivi- 
duals, which is employed or reserv- 
ed to be employed, with a view to a 
return in profits. 

Capital, Fixed. The fiinds and instruments of 

society employed with a view to 
a return in profit, in producing, 
preparing, distributing, and import- 
ing its enjoyments; including money 
as an instrument of distribution. 

Capital, Floating. The mass of produce rais- 
ed with a view to profit in its 
different stages, before it reaches 
its ultimate destination, that is, be- 
fore it reaches the hands of the con- 
, sumer, whether for investment in 

funds and instruments, or for enjoy- 
ments. 

Consumption, Productive. Means invested in the 

funds and instruments, employed 
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with a view to a return in profits to 
the employer, or in the commodi- 
ties they supply. 
Consumption y Unproductive. Means employed and 

consumed without a view to profits, 
and, therefore, invested in funds and 
instruments employed without a 
view to a return in profits to the 
employer, or not employed at all. 
Labour^ Productive. That labour which is 

maintained by capital, and em- 
ployed with a view to a return in 
profits to the employer. 
Labour, Unproductive. That labour which is 

maintained by revenue, and em- 
ployed without a view to a return 
in profits to the employed. 
Price. The exchangeable value of any thing in 

relation to money. 
Price, Market. The actual price in the mar- 
ket; always the highest that can 
be got in the existing state of 
demand for the supply actually in 
the market. 
Price, Natural. That which pays the funds 

and instruments employed in 
the supply neither more nor less 
than the average rate at the time 
and place of employment ; and re- 
pays the taxes and duties levied. 
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PricCy Monopoly. That which over tod above 

the taxes and duties pays one or 
more of the funds or instruments 
more than that rate. 

Revenue, Gross. The annual produce of the 

funds and instruments of society, 
plus what it receives from other coun- 
tries without making a return. 

Revenue, Net. What is or may be annually 

drawn out from the mass of floating 
capital for enjoyment — that is, all 
the gross revenue over and above 
what is required to be re-invested 
in the funds and instruments of sup- 
ply- 

Revenue, Surplus. In money, the amount in 

which the local receipt exceeds the 
local expenditure. In commodities, 
the amount in which the production 
exceeds the consumption — in which 
the gross annual produce exceeds 
the gross annual consumption, in 
enjoyment or re-investment in the 
funds and instruments of supply. 
Stock. The incarnation of what is commonly 

termed capital.* Capital embodied 

The " capital'' of M. Say is a spirit without a substance, but capable of being 
embodied in one. See b. i. c. 10, 12, and 13. It is like the gods of the .Hin- 
doos, to be reasoned upon only in its incarnations. It would perhaps be less 
diflficult to learn " the nature «nd functions" of all the gods in the Hindoo Pan- 
theon, than those of capital in M. Say, Ricardo, &c. 
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in material^ finished work^ funds, 
and instruments. As a general 
term, it commonly expresses the 
same thing ; and as a particular 
term, its sense is sufl5ciently defined 
by the adjective — agricultural, ma- 
nufacturing, commercial, live, dead, 
&c. &fc. &c. 

Valtic in cjcchange. The capacity of one thing, to 

exchange for any other thing — or 
the relative capacity of two or more 
things, to exchange for any third or 
given thing. 

Value in use. Utility. 

Value in esteem. Estimability. 

Value in costs. The amount of costs incurred in 

the acquisition. 

Value, real. No signification, except as applied 

— 1. to value in exchange; 2. in 
use ; 3. in esteem ; 4. in cost.* ij 

Wealth. Accumulated substances vested with ex- 
changeable value. (For my own 
purpose, I should define the wealth 
of a society to be its material and 
intellectual stock.) 

It was my intention to offer for publication, as 
the second chapter of this book, my review of 

* Value, according to M. Say, is, like capital, a spirit without a substaative 
form, but capable of receiving one ! ! See b. i. c. 12. 
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Mr. Ricardo's theory of profits and wages ; but 
circumstances, which it is unnecessary to mention, 
have prevented me. In the present chapters I ven- 
ture to submit to the public an imperfect outline 
of a system of political economy, which appears 
to me well adapted to the science, well calculated 
to elicit the truth, and to dispel the mist of fallacy 
and sophistry in which many branches of it have 
of late been involved, from the very vague 
and indefinite manner in which terms have 
been used by writers and understood by 
readers. If this imperfect outline should be found 
to be what I believe it to be, it will, perhaps, be 
filled up and completed by others, should I not 
find leisure for the purpose. This outline, and 
the reviews of the two systems of M. Quesnaiand 
Mr. Ricardo, embrace nearly all that I shall have 
to offer to the public upon the subject of political 
economy generally ; and the rest of my work will 
be confined, for the most part, to a consideration 
of that branch of the science which treats of the 
incidence, distribution, and consumption of public 
revenue. 
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OUTLINE OF A NEW SYSTEM OF POLITICAL 

ECONOMY. 

The whole stock and possessions of a society 
which depends for its material enjoyments upon 
its own domestic resources, may be considered 
as comprised under the four following heads : 

Ist. The funds or sources from which are de- 
rived, either these material enjoyments, or any of 
the elements out of which they or the instruments 
which provide them are formed. 

2nd. The instruments by which these enjoy- 
ments are produced from these frmds, prepared 
and suited to our wants, and our tastes, and dis- 
tributed for our enjoyment. 

3rd. The produce of these frmds and instru- 
ments, in its different stages of preparation and dis- 
tribution, before it has reached its ultimate desti- 
nation. 

4th. The enjoyments in the possession of those 
for whose enjoyment they are destined. 

The FIRST head comprises the soil, mines, salt- 
pits, fisheries, &c. whether appropriated and made 
to pay rent, or left free to the use of those who 
have the means and the will to use them. It has 
been shown in the first chapter, that these funds 
or sources can pay no rent unless they are appro- 
priated : if they are appropriated by the state 
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they pay their rents in a public tax ; if they are 
appropriated by individuals^ they pay their rents 
in private incomes ; what they pay in either case 
is the same thing expressed by different terms. 
It has also been shown, that in some of these funds 
appropriation is the necessary consequence of the 
limited powers of these funds to supply, and the 
rise and progress of seats of demand for their pro- 
duce ; and that rent is the necessary consequence 
of appropriation — that as the demand for their 
produce at these seats augments, recourse becomes 
necessary to poorer and more distant funds for 
supply ; and as supplies are drawn from poorer 
and more distant funds, the more fertile and less 
distant pay a greater and a greater rent. 

The rents paid for these appropriated funds 
must be added to the price or exchangeable value 
of the produce they supply, and in that shape 
must be paid by the consumer to the proprietor. 
In nothing else can the one*be made to pay, or the 
other be enabled to receive it. We pay, in the 
price of the plate we enjoy upon our tables, the 
rents drawn in South America by individual pro- 
prietors as private incomes, and those drawn by 
Government in public taxes ; and, as Doctor 
Smith observes, " a salmon fishery pays a rent, 
" and rent makes a part of the price of a salmon 
" as well as wages and profits."* In the jewels 
which adorn the persons of our wives and daugh- 

* Wealth of Nations, vol. i. b. i. chap. vi. p. 77. 
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ters, we pay in, public taxes and private incomes 
the rents of the proprietors of the mines from 
which they are drawn ; and in the price of the tea 
which our mothers enjoy, we pay not only the 
rents of the lands from which it is derived^ 
but those of the mines from which the iron^ 
copper, and coals, consumed in the ships, are 
extracted. 

One river may be appropriated in all its course, 
and made to pay a rent to its proprietors as a frind 
for the supply of fish ; another may be appro- 
priated and made to pay a rent only in some par- 
ticular parts of its course ; one part of the sea may, 
in the same manner, be appropriated, as a* fund 
for the supply of salt or fish, while the rent 
equally productive of those articles may be left 
free to the public. The sea around the Isle oi 
France, for example, is appropriated by the Go- 
vernment and rented out to individuals, as a frmd 
for the supply oi Jish^ but is left entirely free as a 
fund for the supply oimU ; when, on the contrary, 
the sea on the coasts of Ceylon and Madras is ap* 
propriated by the Government and rented out to 
individuals as a fund for the supply of saU^ but 
left entirely free to the people as a frmd for the 
supply of f>sh . In the one case the exchangeable 
value or price of fish is greater than it otherwise 
would be, by the amount of the rent ; and in the 
other case, the price or exchangeable value oi salt 
is greater than it otherwise would be, by the 
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amount of the rent ; for it is hardly to be sup- 
posed, that the mere circumstance of appropriation 
could either increase or diminish the powers of the 
sea to supply the one or the other. 

The soil, mines, salt-pits, and inland fisheries, 
are commonly appropriated in nations that have 
advanced at all beyond a state of barbarism. The 
inland salt works of France were, it is said, till 
the year 1819 confined to extracts from impreg- 
nated waters ; but they were as much appropri- 
ated then, though perhaps they yielded less rent, 
as^they can be now, when they have penetrated to 
the mines of fossil salt. The principles by which 
rents of such funds are regulated after they be- 
come appropriated, have been so fully explained 
in the first chapter, that it will not be necessary 
to consider them at any greater length in this. 
As a general principle it may be with truth affirm- 
ed, after Doctor Smith, that these funds, while 
their fertility remains the same, yield what we 
require from them in proportion to the number 
and the powers of the instruments applied to 
them ; and that while the number and powers of 
the instruments remain the same, they yield what 
we require from them in proportion to their fer- 
tility.* 

* Wealth of Nations, vol. i. b. ii. chap. i. p. 421. 
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CHAPTER III. 

OUTLINE OF A NEW SYSTEM CONTINUED. 

The second portion of the national stock or 
possessions comprises all the instruments by which 
the material enjoyments of society, or the mate- 
rials of which they are formed, are produced 
from the funds or sources that yield them, and by 
which they are prepared to suit our wants and our 
tastes, and distributed to their ultimate destina- 

4 

tion. All the works, machines, implements, cattle, 
and human capacities employed to make the fiinds 
yield the enjoyments we require from them, or the 
materials of which they are formed — all those by 
which these materials are formed and fashioned 
into a shape suitable to our wants and our tastes — 
all those by which these enjoyments in their se- 
veral stages, are distributed among the individuals 
of which a nation is composed, or among the dif- 
ferent nations of which the commercial world is 
composed, come properly under this head. Doc- 
tor Smith considered fixed capital to be com- 
posed, 1st, of all the machines, instruments, im- 
plements, &c. so employed ; 2nd, of all ware- 
houses, workhouses, farmhouses, shops, &c. &c. ; 
3rd, drains, enclosures, &c. ; 4th, all the acquired 
and useful abilities of man :* but of all which a so- 

t Wealth of Nations, vol. i. b. ii. chap. i. p. 413—416. 
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ciety possesses of these things, that only he consi- 
dered capital, which is actually employed as capital 
with a view to a return in profits to the employer. 

Without these instruments of production, pre- 
paration, and distribution, no material enjoyments 
could possibly be produced, prepared, or distri- 
buted; but they may be formed, maintained, and 
employed by revenue without any view to a re- 
turn in profits ; and, consequently, without adding 
any exchangeable value to the enjoymeiits pro- 
duced, prepared, or distributed by them, as will 
by and by be more particularly explained. 

Among these instruments are, of course, in- 
cluded as by far the most important, all the 
mental and physical powers of man, employed in 
the production, preparation, and distribution of 
our enjoyments, whether they be so employed 
with a view to a return of profits to the individuals 
by whom they are maintained and employed, or 
without any such view. For example, had the 
Duke of Bridgewater's canal between Manchester 
and Liverpool been formed by his Grace by means 
of the mental and physical powers of men, main- 
tained and employed without a view to a return 
in profits ; and were the men who are now occu- 
pied in repairing and keeping it in order, main- 
tained by his Grace's income, employed without 
a view to such return, their mental and physical 
powers would have been just as efficiently exer- 
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cised as if the contrary were the case, for the dis- 
tribution of our enjoyments. They would, how- 
ever, have added nothing to the priee or exchange- 
able value of the commodities distributed by their 
means, because no duty would have been imposed 
upon them, in order to pay his Grace a return of 
profits. I quote not this invidiously, because his 
Grace has formed a very useful work, and has a 
just claim to returns in these duties ; and though 
he formed it with a view to profit, and therefore 
employed his revenues as capital^ tha profits his 
Grace derives are, no doubt, much less than the 
amount of costs saved in the distribution of these 
commodities by the formation of the canal. That 
portion of their price which is composed of the 
costs of distribution is less than it would have been 
withoiit the canal ; but it is more than it would 
have been had the canal been formed from reve- 
nue, employed without a view to a return in profits. 
Cicero divided the instruments which contribut- 
ed to the support of man into animate and inani- 
mate ; and the animate portion he subdivided into 
rational and brute. " Quae ergo ad vitam homier 
" num tupndam pertinent partem sunt inanima, ut 
" aurum, argentum, ut ea quae gignuntur 6 terrft, 
'' ut alia ejusdem generis ; partim animalia, quae 
*' habent suos impetus, et rerum appetitus. Eorum 
** autem alia rationis expertia sunt, alia ratione 
'* utentia."* The instruments of production, pre- 

* Offices, Lib. ii. 
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paration and distribution, might very properly be 
classed, after the Roman orator and philosopher, 
into rational, irrational and inanimate. 

These instruments must all be provided and 
maintained out of the gross produce of society, by 
drains upon what may be considered the great 
reservoir of floating capital, into which that pro- 
duce flows from the funds and instruments employ- 
ed in the supply ; and the extent and fertility of 
the funds remaining the same, the produce which 
flows in, must be in proportion to the number and 
efficiency of the instruments applied. But these 
instruments, in order that they may find employ- 
ment, require a demand or drain for what they are 
capable of producing ; for if a demand does not 
exist, to drain from the great intervening reservoir, 
it must necessarily fill in time, and choke the 
funds and instruments from which it receives a 
continued supply. To these instruments it matters 
little whether the demand and drain arises from a 
desire to enjoy at home the things they provide, 
in order to purchase with them articles for enjoy- 
ment from distant nations ; or to reinvest them in 
the funds and instruments — as long as the desire, 
whatever it be, occasions the demand and drain 
from the great intervening reservoir. 

This great reservoir into which the funds and 
instruments of society pour their annual supply, is' 
drained periodically in one or other of the four fol- 
lowing ways : 1st, To be enjoyed or set a$ide for 

L 
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enjoyment at home. 2nd, To be sent out to pur- 
chase equivalents from other countries. 3rd, To 
be invested in the funds and instruments for their 
augmentation, improvement or maintenance. 4th, 
To pay tribute to other nations in public taxes or 
private incomes; consequently, to bring back no 
equivalent return from the funds and instruments 
of other countries. There may be accidental 
drains, in earthquakes, tempests, invasions, civil 
wars, fires, shipwrecks, &c. but with these cala- 
mities, and accidents I have here nothing to do ; the 
modes I have described are the only ways in 
which there can be a permanent and steady 
drain. 

In their claims upon this great reservoir, society 
may be considered as divided into four great 
classes : 1st, That of those who claim a por- 
tion as the wages of their mental and physical 
powers, employed as instruments of production, 
preparation or distribution. 2nd, That of those 
who claim a portion as the profits of their stock so 
employed. 3rd, That of those who claim a por- 
tion as the rent of their property in the funds or 
sources themselves. 4th, That of those who de- 
mand a portion in fulfilment of a claim secured 
directly or indirectly upon the labour of the first, 
the stock of the second, or the funds of the third. 
These are the original sources of all revenue, pub- 
lic and private ; and there is no member of any 
society, which depends upon its own domestic re- 
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sources, that is not included in one or other of 
these four classes, as will by and by be more fully 
explained. 

The first class, who depend entirely upon the 
wages of their labour, can have no claim upon the 
great reservoir unless their labour be in demand ; 
and their labour cannot continue to be so, unless 
there be a continued demand for what that labour 
can supply. The second class, who depend upon 
the profits of their stock employed as instruments, 
can have no claim, unless their stock be employed ; 
and their stock in instruments cannot continue to 
be employed, unless there be a continued demand 
for what these instruments can supply. The third 
class, who depend upon the rents of their property 
in the funds or sources themselves, can have no 
claim upon the returns of any other funds, or upon 
any thing but the rude produce of their own, un- 
less the produce of their funds be in demand. 
The fourth class, who depend upon the incomes 
derived from claims secured directly or indirectly 
upon the labour of the first, the stock of the second, 
and the fiinds of the third, can have none of their 
claims answered, unless the funds and instruments 
upon which they are so secured find employment ; 
and unless these claims are answered, they can 
have none upon the great reservoir. 

The desire to drain from this great reservoir 
may exist in any one of these four great classes, 
without the means, or beyond the extent of the 

l2 
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means of gratification ; but the desire without the 
means is inoperative ; to effect the drain, the de- 
sire and the means must be united. But the 
means may exist without the desire, and the 
means without the desire are no less impotent 
than tfie desire without the means. 

The means of the individuals of these four 
classes are the claims which the first three acquire 
by the employment of their mental and physical 
powers, their stock, and their funds, in the produc- 
tion, preparation, and distribution of our material 
enjoyments ; and those which the fourth secures di- 
rectly or indirectly upon them. In the ordinary- 
enforcement of these claims or demands, upon the 
great reservoir of the floating capital of society, the 
different members do not throw back into it any 
thing in exchange for what they draw out ; they 
draw from it only in fulfilment of the claims they 
have already secured upon it, or in anticipation of 
the supply they are afterwards directly or indirect- 
ly to throw into it. The priest takes out his por- 
tion^ in fulfilment of his claim in tithe ; the mem- 
bers of all our public establishments, including 
that of our public creditors, take out their portions 
in fulfilment of their claims, secured indirectly 
through the medium of government, to the amount 
of fifty millions a year ; the poor take out their 
portion to the amount of five millions ; and neither 
of those, of all of whom the fourth great class con- 
sists, have any thing whatever to throw in return 
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int6 the great reservoir — they neither produce, 
prepare, nor distribute. These may be all con- 
sidered as public claims ; and the private claims 
of those who take out, in fulfilment of claims se- 
cured by assistance given, pleasure and instruc- 
tion imparted, without throwing back any thing 
in exchange into the great reservoir, cannot be 
estimated at less than fifty millions a year ; making 
a total of about one hundred millions a year, 
drained from the great reservoir by the members 
of the fourth great class, who throw nothing what- 
ever into it in return^ 

The merchant who drains from this great reser- 
voir to export to foreign countries, throws back 
nothing immediately in exchange, but draws it 
out in anticipation of what he is to throw in, when 
his ships bring home his returns — the labourers 
employed in the production, preparation, and dis- 
tribution of our materials, those who have stock 
80 employed, and those who have funds worked 
in production, draw out from the great reservoir 
in exchange for what they have already thrown in 
or in anticipation of what they are hereafter to 
throw in ; and for the time drain so much from 
the actual quantity it contains. All the component 
parts of this great mass are floating capital while 
they are circulating from the fund to the producer ; 
from the producer to the preparer ; from the pre- 
parer to the distributor ; and among the distributors 
in the different stages of their progress towards the 
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hands of those who are ultimately to withfiraw them; 
for one or other of the four purposes mentioned 
above, viz. 1. to enjoy, 2. to export, 3. to invest in 
funds and instruments, or 4. to pay tribute. The 
costs upon them must, in all these different stages, be 
still accumulating, in the wages and profits of the 
instruments employed, and in the taxes and duties 
imposed upon them ; and out of an augmented 
price must these accumulating costs be paid, if they 
are paid at all. 

The moment that the demand and drain ceases 
for any particular article, or diminishes, a portiofD 
oi it must stagnate in the possession of those who 
are themselves employed as instruments of dis- 
tribution, or have stock so employed, in all the 
stages of its progress. These cease to take from 
the instruments of preparation, and the latter to 
take from the instruments of production, and 
the instruments of production to take fixm 
the funds that yield. The costs which all 
have been adding to the article, are either not 
paid at all, or are not fully paid ; and their means 
to drain from the great reservoir, depending en-* 
tirely upon this payment are of necessity diminish- 
ed in the same proportion. The demand for all 
the other articles, in which the amount of their 
claims had been usually drawn must be diminish- 
ed, because though the desire to drain still re- 
mains, the means are wanting. Thus, when the 
demand for any article of great and CNrdinary 
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supply ceases or considerably diminishes in any 
artificial society, the demand for a vast number of 
others must necessarily diminish at the same time ; 
and general stagnation prevail. Some portion of 
the instruments, employed in the supply of such 
an article, may be freely convertible to the supply 
of others, and immediately find employment ; but 
others, as well in the mental and physical powers 
of man, as in the capacities of the brute and in- 
animate instruments, are not so ; and while the 
article for which the demand has been lost, remains 
a dead weight upon the floating capital of the 
nation, their want of employment and means must 
cause others to remain the same ; and the stagna- 
tion runs through every branch of the nation's in- 
dustry. 

If the four classes into which I have supposed 
the society to be divided, drain periodically what 
the great reservoir periodically receives from the 
funds and instruments, of supply, the annual re- 
production goes on ; and the claims secured di^ 
rectly or indirectly upon the funds and instru- 
ments, continue to be fulfilled ; because those 
who have secured them continue to take in fulfil- 
tiient that which they are able to supply ; but if 
these classes will not take what this great reser- 
voir receives and owes to their collective claims, 
the annual supply must in time cease, through the 
medium of glut and stagnation. If men come to 
a resolution to limit their material enjoyments to 
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the abscdute necessaries of life, they must neces- 
sarily cease to drain finom this great reservoir any 
of its conveniences, luxuries, ernhdlishments, or 
elegancies; and all the instramoits onployed in 
producing, preparing, and distributing them, must, 
through the medium of stagnation and glut, cease 
to find em[doyment, and consequently cease to 
have <Mr omvey any independent claim upon the 
annual returns of those onployed in tdbe produc- 
tion of the abscdute necessaries of life. 

If men cease to drain firom this great reservoir 
the conveniences, luxuries^ and elegancies di fife 
fer enjoyment, they must be drained, if they are 
drained at all, for <me <x other di the other three 
purposes. If they are drained for eiqpcxt, we shall 
receive in exchange nothing but the absolute ne- 
cessaries of life; because by the above suppositicm 
we limit our enjoyments to such, and the mer- 
chant importer would hring nothing into the so- 
ciety but what the society might be found willing 
to enjoy. While other nations were found able 
and willing to give us these absolute necessaries dl 
life in exchange for our conveniences^ luxuries, 
and elegancies, we should find employment for 
those required to produce, prepare, and convey 
them to those other natiMis, and to bring back 
what we take fiom them, and in this employment 
they would find an independent claim upon the 
r^ums. We should increase the numbers with- 
out increasing the comforts df our population — ^we 
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might be a manufieu^turmg nation still, but without 
joying the produce. If they are drained for 
investment in funds and instruments, the conve- 
niences, luxuries, and elegancies, the enjoyment 
pf which we forego, cannot be themselves so in- 
vested ; they are not, by the supposition, enjoyed 
by men or rational instruments; they are not 
given to our cattle, used as manure, or formed into 
works and machines. They must be exported to 
purchase that which can be so employed from 
other countries ; and we continue to accumulate 
instruments, in order to augment the number of 
our population, without improving our enjoyments. 
Other nations enjoy our conveniences, luxuries, 
and elegancies ; and we consume their necessa* 
ries. If we drain the great reservoir in tiie fourth 
mode, to send out in tribute, as the private in- 
comes of our absentees, or the public tribute of a 

* foreign state, we neither augment our numbers, 
by an import of necessaries, nor our enjoyments, 
by an influx of luxuries. 

If the external demand for our luxuries should 
x^ease, while we limited our enjoyments to the sim- 
ple necessaries of life, we should not increase our 
numbers beyond the extent to which our own do- 

^ mestic Ainds and instruments could supply those 
necessaries ; and no other funds and instruments 
would find employment but such as were adapted 
to this supply. Upon a tolerable soil, and under 
a tolerable system of agriculture, one third or one 
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fourth of the people employed as mstruments, and 
aided by the brote and inanimate instruments they 
require, can supply the absolute necessaries requir- 
ed for the subsistence of the whole ; the other two 
thirds will, therefore, be without employment. But 
of those without employment they only would have 
any independent claims upon the annual returns, 
who had a property in the funds to which the la- 
bour of the others was applied, or in the brute and 
and inanimate instruments by which their labours 
were assisted. Society would revert to its early 
state of agricultural or pastoral simplicity, and its 
helpless dependence upon government and land 
proprietors. If Lycurgus or Menu were employ- 
ed to new model our system upon their Spartan 
or Hindoo plan, all those who are themselves em- 
ployed as instruments, or who have stock employed 
as instruments, in the production, preparation, and 
distribution of our luxuries, would be thrown out of 
employment, and left to swell the idle trains of the 
proprietors of the soil, and the officers of govern- 
ment ; for, as I have more fully e^lained in the 
first chapter, when industry is confined to agri^ 
culture, the whole society must be left dependent 
upon them. Society mi^t, perhaps, feel itself 
in some measure compensated for the loss of lux*- 
uries, by the destruction of a good many tedious 
and perplexing theories upon the subject of capital, 
prqfitSy and wages. 

The case I have supposed may, no doubt, be 
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very properly considered as an extreme one ; but 
a general disposition to save and accumulate, with 
a view to profit^ must of necessity tend to produce 
it in any society : unless it happens to be relieved 
by subsidies to foreign armies, revenue to ab- 
sentees, or tribute to foreign princes, through the 
mcklium of which those who save and accumulate 
are made to contribute to the employment and 
subsistence of those who have nothing but their 
mental and physical powers to depend upon. That 
the great reservoir must be periodically drained of 
what it periodically receives, in order to keep the 
fiinds and instruments employed, no man denies;* 
on the contrary every man supposes the existence 
of that necessity, at the very time, that he advo- 
cates the disposition to save and accumulate, as 
the only means oi increasing employment; and holds 
up a miser as the most useful though not the most 
amiable member of society. There must be fal- 
lacy and sophistry somewhere ; and if the reader 
has patience to follow me, I hope to explain to him 
where they are to be found. 

It is said, that there is no occasion to dr£tin this 
reservoir of any thing with a view to enjoyment, 
beyond the simple necessaries of life ; because all 
that is over and above these necessaries, may be 
employed as capital, with a view to profit. But 
it is admitted that these things must be drawn out 
from the great mass of floating capital for some 

* Wealth of Nations, vol. i. b. ii. c. \* p. 410. 
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purpose or another, otherwise they must be left 
to stagnate, to the mjury or ruin of those who 
cannot dispose of them. In this admission. qf 
Dr. Smith,* every body agrees : Mr. Bicardo, 
M. Say, Mr. Mill, and Mr. M'Culloch, who ife* 
monstrate the impossibility of a glut and stagnation ; 
Mr. Malthus and M. De Sismondi, who prove not 
only its possibility but its actual existence. If we 
admit that these things must be drained from the 
mass of floating capital, in order to give employ- 
ment ; and argue, that they need not be drained 
with a view to enjoyment, because there will be 
always a sufficient inducement to drain them for 
employment, as capital, with a view to profit, we 
suppose that they can always be reijjyested in 
funds and mstruments for ever capabM of finding 
employment, at an undiminished rate of profit. 

But this is great folly. It is extremely absurd 
to suppose that if men had no disposition to enjoy 
any thing more than the absolute necessaries of 
life, they will always have a sufficient motive to 
drain the other things . which the genius and in- 
dustry of man supply, in the assurance of being 
able to make a profit by their employment as ca- 
pital. To say, that if not drawn Cor enjoyment/ 
they may be drawn for investment in fiinds and 
instruments, is nothing more than to say that the 
means may be made the end ; and, that a society 
of men may become a society of children ! The 

* Wealth of Nations, vol. u b.ii. c.i. p. 419. 
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end and object of the funds and instruments of 
supply in a society of men, is, to provide enjoy- 
ments for the different members ;* but we may no 
doubt make enjoyments out of the funds and in- 
struments themselves, when we cease to find pro- 
fitable employments for them. The miser, when 
unwilling or unable to lend his money at interest, 
may convert this instrument into an enjoyment — 
a plaything.f 

But to say, that if not drawn out for enjoyment 
they will be drawn out to be invested in funds and 
instruments, because these funds and instruments 
can and will always be employed with undimi- 
nished profits, is absurd ; and no less contrary to 
all just principles of reasoning, than to fact and 
experience. What is it of our luxuries and ele- 
gancies that we can really invest in funds and in- 
struments, with a view to a return in profits ? The 
great mass of rational instruments cannot, unhap- 
pily, enjoy many of them in any society, and we 
cannot form ships, steam-engines, and ploughs, 
out of wines, lace, silks, ribbons, and musical in- 
struments. By refusing to enjoy these things in 
order to remove a future claim, we do not cause 
them to be drained for investment in funds and 
instruments — they neither furnish us with manure 
for our soil, tools for mining and husbandry, nor 
materials for our works and machines. We may, 

* Wealth of Nations, vol. i. b. L c. 1. p. 419. 

t A manufacturer of steam-engines may, when he ceases (o sell them, continue 
to make them as playthings for his children. 
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it is true, send them to foreign countries to pur- 
chase these things ; and thereby enable ourselves, 
to accumulate instruments without any necessity 
to enjoy what they are capable of supplying ; but 
this must have an end, or we should in time bury 
ourselves under an overwhelming heap of useless 
instruments, which had long ceased to yield either 
profit or enjoyment to the society. 

The conclusion, that without any disposition to 
enjoy more than the simple necessaries of life, 
there will always be a sufficient drain upon the 
great mass of floating capital for investments in 
funds and instruments, with a view to profit, rests 
upon premises manifestly false, namely that a 
society may go on accumulating its instruments, 
no matter of what kind, till it lies buried under 
them, and that the last added to the pile shall 
produce as much profit to the proprietor as the. 
first, simply because it is equally well adapted to 
employment. If it be equally well adapted to 
employment, it must, it is said, be equally capable 
of finding it ; and being equally able to find it, 
must be equally able to make the same pro-i^ 
fit.* After Lycurgus and Menu had new- 
modelled our system upon their Spartdn and 
Hindoo plan, a vast number of the instruments 
employed in our manufactures and commerce* 
would cease. Xo find profitable employment, though 
equally well adapted to it. Is it because the 

• M*Culloch's Principles, p. 378 to 380. 
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men, or rational instruments of Ireland are not 
adapted to employment, that they cannot find it ? 
or is it because those who command the means of 
their subsistence ; and, consequently, their men- 
tal and physical powers, will not occupy those 
powers for the general benefit of the society ? . 

In the works of those who argue, that a general 
disposition to limit our enjoyments to the simple 
necessaries of life, must tend to augment the 
means of employment, and to benefit society, in- 
asmuch as it tends to the accumulation of capital, 
we find, that the employment for industry, the 
profits of that capital, and the demand for produce 
are made to depend upon a disposition to consume 
luxuries. For their argument, it is absolutely ne- 
cessary to suppose the same thing to be, and not 
to l>e, at the same time ; and two things, diame- 
trically opposed to each other, to be one and the 
same.* It is argued, that for the full employment 
of all the members of the society, who depend 
upon their employment for subsistence, it is use-r 
ful, that men should limit their enjoyments to the 
simple necessaries of life; and forego entirely, 

♦ M*Culloch's Principles, p. 178. and 378. " There is," he says, " no li- 
mit to the passion for accumulation -" and as accumulation and saving, are the 
same thing as er^oyment and consumption, there can be no limit to consumpti(m 
and enjoyment. Do his arguments, or do they not, amount to this 1 1s the follow<* 
ing quotation made to show that men will purchase for enjoyment and Qonsump* 
tion, or is it not 1 

" Nee CrcBsi ibrtuna unquam, nee Persica regna sufficient animo/'"— p. 178* 
and does he, or does he not suppose two diametrically opposite things to be the 
same thing X But in thii he is not at all singular. 
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with a view to accumulation, all ite conveniences, 
luxuries, and embellishments. But as one-third 
or one-fourth of the people can provide simple ne- 
cessaries for the whole, in . an improved state of 
society, it is necessary, to give employment to the 
rest, that luxuries, conveniences and embellish- 
ments should be enjoyed : it is therefore neces- 
sary, for the same end, that they should and 
should not be enjoyed at the same time. But, 
say the disciples of this school, to enjoy these 
things, and to accumulate them with a view to 
profit, are one and the same thing ; and so are 
the desire to enjoy them and the desire to accumu- 
late them. The desire to save and accumulate, 
which induces a man to forego the enjoyment, is 
the same thing as the .desire to enjoy, which ia* 
duces a man to consume ; but, unfortunately for 
this argimient, it is supposed that men forego the 
enjoyment only while they feel the assurance of 
making a profit upon what they accumulate ; and 
what profit can be made upon the accumulation 
of things which no man desires to enjoy ?* 

* M. Say falls into the same error. While he advocates a system of saving 
and retrenchment, that should limit the enjoyments of man to the simple neces- 
saries of life, he argues, that every man must spend his income ; and, that the 
whole amount of expenditure and demand for the produce of indnstiy, must be 
always equal to the whole amount of the incomes of society, otherwise the mem- 
bers veill not be well employed ! ! Vol. ii. b. iii. c 5. p. 264. He supposes 
that the demand for the produce of industry is and must always be co-extensive 
with the whole revenue or incomes of society ; but if men adopted his system, 
the demand would be co-extensive with that part only of the incomes which was 
actually expended ; and not to the whole of what were available for expeii^iture : 
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' It is become fashionable to consider commodities 
as if they were exchanged against other commodi- 
ties in a never-ending revolution; and consequently, 
to 81^^, that the more of these commodities 
therie are saved and accumulated in any society, 
the greater must be the demand for others to 
match them ; and consequently, the greater the 
etaployment for those who are occupied in the 
supply. To enjoy commodities must, therefore, 
he an evil, because in the enjoyment they must 
either be consumed, or withdrawn from the de- 
mand. But if the desire to enjoy them cease, 
they could no longer be in demand, because their 
being in demand happens to depend upon their 
exchangeable value ; and their exchangeable 
value, upon the desire to enjoy them ; and the 
moment that men ceased to iesire them for enjoy- 
ment, from that moment they would cease to 
have exchangeable value, and to be in demand. 
That there cannot be a glut of commodities in any 
society, is a conclusion supported entirely upon 
false premises ; but that such a glut is of rare oc- 
currence is true, because a general disposition to 
limit enjoyments to the simple necessaries of life, 
seldom very suddenly succeeds to a general dis- 
position to extend them to its conveniences, luxu- 
ries and elegancies. 



this would, for a time, be a small part ; but the incomes would diminish with 
the disappearance of the material and intellectual stock, till we became Spartans 
and Brahmins, 

M 
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It is arguedy that every man has demand to the 
extent of his own production, because what he pro- 
duces furnishes him with the means ; and he must 
have the desire either to consume these means in the 
shape he produces them, or to purchase with them 
what others produce; the demand. must, therefore, 
be equal to the supply, and consequently, a glut 
is impossible. The understandings of men could 
hardly be insulted by a proposition involving a 
greater portion of fallacy and sophistry than this ! 
That every man has the means to consume to 
the extent of his own production, is a premise 
essentially false in any society advanced be- 
yond the purely savage state; and is elaborately 
proved to be false, in the writings of every man, 
who, to support his argument, has assumed it as 
a truth ! The farmer who pays his rents, taxes, 
tithes, and poor rates, pays them in a portion of 
what he produces ; and for these he receives no 
equivalent either for enjoyment, or for reinvest- 
ment in funds and instruments. They give him 
nothing of the produce of their own labour, in ex- 
change for what they take of the produce of his — 
that portion of the produce of his labour which 
they take, being taken, not as an equivalent for 
any thing they give in exchange, but in fulfilment 
of a claim they have secured directly or indirectly 
upon the original sources of all revenue — the land, 
stock, and labour of the society. 

The farmer may have, and no doubt has, the 
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desire to consume to the whole extent of the pro- 
duce of his farm, either in enjoyment or reinvest- 
ment in the funds and instruments he employs ; 
but he has not the means — he has in the first 
place to pay the public claims secured upon him 
in tithes, taxes, and poor rates — and in the second 
place he has to pay the private claims secured 
tipon him in rent, interest, &c. He has not the 
means to purchase equivalents with this portion 
of his annual produce either for enjoyment or^ for 
reinvestment ; and his desire without the means 
is impotent. The landlord, the priest, the public 
servants of the state, and his private creditors, who 
have these claims upon him, may have the means 
of draining so much from the great mass of floating 
capital without the will ; and the means without 
the will are inoperative. They may forego the 
enjoyment of what their claims give them, in order 
to augment the amount of these claims for the 
future — they may lend with that view to the far- 
mer what they might have taken from him for 
enjoyment ; and he may reinvest it in his funda 
and instruments, and thereby add to the extent 
and fertilitv of the one, and the number and effi- 
ciency of the other. His annual supply to the 
great reservoir will be augmented in proportion ; 
but if all those who have such claims employ 
what these claims give them in the same manner, 
all the instruments employed in the other branches 
of industry must be thrown out of employment, 

M 2 
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because no man will enjoy what they supply; 
and if no man will enjoy it, it can have no value 
in exchange — it can purchase nothing, because 
no man will be willing to g^ve any thing for it« 
Losing their employment, the rational instruments, 
and the proprietors of the brute and inanimate in- 
struments, lose their means of purchasing land 
produce ; while the mass of the supply is augr 
mented by the conversion to this single branch oi 
industry of all the instruments cs^ble of being 
converted . 

The £sLrmer ceasing to find a demand for his 
produce, that is, ceasing to find people willing and 
able to give what he requires in exchange for it, 
finds himself unable to fulfil all the claims di- 
rectly or indirectly secured upon him — if his 
tithe be exacted, he pays it out of a loan of his 
rents — if his taxes, out of a loan of his tithes ; and 
to purchase clothing for his family, he may get a 
loan fipom private creditors, willing to risk their 
means in a desperate game, till he sinks und^ 
the accumulated load of claims, and all find that 
their savings and retrenchments have been made 
in vain. 

I may be permitted to illustrate this reasoning 
by a case not unconmion in India, where rents, 
taxes, tithes, and poor rates, are all concentrated 
in one great Juma, or land tax. I have stated that 
there are only four modes in wl^ch the drain, ab- 
solutely necessary, from the great mass of floating 
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capital, is ordinarily made in any society : 1 st, for 
enjoyment; 2nd, for, export; 3rd, for reinvestment; 
4th, for public tribute and the incomes of > ab- 
sentees* The Government of India, which in- 
<;hides in its land-tax rents, tithes, pocnr-rates; 
&c, &c, often saves and retrenches from the first; 
ncit with a view to drain for the second or third of 
these puqx)ses, b^t from a desire to appropriate 
to the fourth; and it may be useful to consider 
the local Governments of India in the same situa- 
tion, with reference to the several districts and 
provinces over which they rule, as that in which 
England stands with reference to India in ge- 
neral, that is, in the situation of foreign states or 
absentees.* The only means that suggest them- 
selves, to enable the Government to drain for the 
two last purposes from India generally, for Eng- 
land ge'nerally ; or from any particular district, for 
imy particular local Government, are to augment 
the Juma, or land-tax, and to diminish the 
Khureh or expenditure, just in the same way as a 
merchant manages his accounts ; for, in the ad- 
ministration of our eastern empire, there has hi- 
therto been a great disposition to reduce the science 
of Government to the art of book-keeping. -^ - 
With the reduction of public establishments, 
and diminution of local expenditure made with this 
view; immediately after the Juma has been fixed 

* This U intended to be more fully illustrated in the 2nd book. 
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at the highest possible rate, consistent with the de<^ 
cent subsistence of the people, and the cuitiration 
of the land, the demand for agricultural produce 
necessarily diminishes ; and the farmers and cul* 
tivators become unable to pay the Crovemment 
demands. The reigning system of political eco* 
nomy in Europe would attribute this inability 
solely and exclusively to a want of capital; and it 
is no less agreeable to princes, who draw the vitais 
of society in public tribute, than to Irish absentees, 
who draw them in private incomes, to learn that, 
as long as these vitals are drawn in this manner, 
society can never sufier from their loss. But the 
same school, which attributes or would attribute 
the inability to a want of capital, shows that this 
capital can be increased only by savings and re-* 
trenchments upon expenditure ; and as they prove 
to tribute-receiving states and absentees; that their 
distant expenditure is a salutary drain of vitals, by 
which the society is relieved, they demonstrate that 
the saving and retrenchment must be local* 
Locsd establishments and expenditure are, diere-^ 
fore, further diminished, and the money saved is 
advanced to the farmers and cultivators as capital, 
with a view to a return of profit in the interest, 
under the dencxnination of Tucawee. 

This loan of money, collected into the treasuries 
as rent, and lent out as capital, is to enable them 
to increase the number of their instruments in 
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men, seed^ bullocks, ploughs, &g. &c., for their 
efficiency has remained the same for the last three 
thousand years, and may remain the same three 
thousand years more^ unless our system of adminis- 
tration improves. But this is merely giving back 
to them, as capital, encumbered wilJi a claim for 
interest^ what we have exacted from them as re* 
venue. As capital, employed with a view to 
profit, it secures us a claim upon their annual re- 
turns in the interest; but the demand for their 
produce continuing the same, or being still fur- 
ther diminished by still further reductions in the 
local expenditure for public purposes, those to 
whom we lend neither have nor can have any 
means to answer these claims. If they increase 
the produce, the price is still further reduced, and 
the evil aggravated, inasmuch as the supply is 
augmented, with a diminished demand. Com- 
monly, however, this inconvenience is obviated by 
the native collector of revenue, appointed to dis- 
tribute the loan. He contrives to arrest the money 
in its progress from the treasury to the fields — 
retains it in his box for a few days, charging it to 
the farmers and cultivators as a loan, and credit- 
ing it to them as a payment of revenue; after 
which ceremony, it finds its way quietly back to 
the treasury. In a few years it is, perhaps, found 
that by thus advancing or pretending to advance, 
to them as capital, what had been taken firom 
them as revenue. Government has, \n additipn to 
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a claim for laqd tax, which they were unable la 
fulfil, encumbered them with another jfor the pro-> 
fits of stock which they either never iised^ or used 
to their own injury; and that thewhde annual 
produce of the land, sold, at the price to. which a 
diminished local expenditure has reduced .it, 
would be insufficient to pay either the one or the 
other. Government is, therefore, at last obliged 
to remit, with the accumulated interest, all the 
advances of capital by which the settlement ;of 
the land revenue had been propped up, or to re** 
linquish altogether its claim to land revenue.: 

It is extremely absurd to talk of the capital of 
these farmers and cultivators finding employment 
in other branches of industry, when they feejt 
themselves oppressed in this, in a society whose 
industry is so much confined to agriculture. Ta 
what other branch of industry are their physioal 
and mental powers, their bullocks and their 
ploughs, convertible ? These are the instruments 
by whose employment they subsist ; and if they 
are encumbered with claims which they cannot 
fulfi}, their only relief is in emigration ; and it is 
often through emigration alone that they can con* 
vince the Government that this saving and re- 
trenchment in local expenditure for public pur- 
poses, has not been productive of as much good, to 
the society as of claims to itself. Had the revenue 
been employed as revenue in local expenditure 
for public purposes, in building churches, :hoS)' 
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pitals^ bridges^ , aqueducts^ reservoirs, roads and 
other ^orks,. useful and ornamental to the coun- 
tty;- or in maintaining establiishments employed 
in promoting the welfare and happiness of the 
people, the fiairmers and cultivators would have 
been relieved — ^the necessity of a reduction in the 
demands upon them obviated, and the condition 
ofsociety improved. The reader will, no doubt, 
feel disposed to excuse my frequent reference 
for- illustration to a country in which I have spent, 
seventeen of the best years of my life, in varied 
employment, and careful observation. 
' Abundant instances of desire, without the 
means, to drain for enjoyment from the great 
mass of floating capital, present themselves in 
ah army and navy paid off and disbanded after 
a long and expensive war ; in the consequent 
want of employment and of means among those 
who were occupied in the various branches of 
industry, for their supply ; and among those who 
had stock so employed : and what nation or 
petty state in Europe did not feel stagna- 
tion, distress and embarrassment on the return to 
peace after the long and general war that followed 
the French , revolution ? Instances of the means 
without the will, to. drain for consumption fironi the 
mass of floating capital, present themselves in the 
enormous accumulations, which after the termina- 
tion of that war, finding no longer profitable em- 
ployment at home, were sent to seek it in foreign 
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countries, in the seats of those very mines from 
which they were originally derived. Those who 
have such accumulations, or command them in the 
claims they have secured upon others, find no 
men willing to use them, as the means of draining 
the great reservoir for investment in the instru- 
' ments of a nation, when they no longer find the 
employment for these instruments which they re- 
quire to enable them to fulfil the claims incurred 
by the loan ; and instead of being the means of 
draining the domestic reservoir for this purpose, 
they are sent out to drain the reservoirs of distant 
nations — to purchase the services of their men 
and the produce of their industry. The floating 
capital of South America was drained for invest* 
ment in its soil, mines, and manufactures ; and its 
industry was stimulated by British loans. 

Whenever this salutary drain upon the great 
mass of floating capital is obstructed, from what-^ 
ever cause the obstruction may arise — a want of 
foreign demand, a too great domestic dispositioa 
to save and retrench, with a view to accumulation^ 
restrictions upon, and prcrfiibitions to trades, fec- 
it must in time swell and choke the instruments 
of supply ; and as the rational part have *' suos 
*' impetus et rerum appetitus/' and depend for 
their gratification entirely upon the employment 
of their physical and mental powers, they must 
sufler privation and want; and as they form a 
great part of the society, the society must suffer. 
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If we cannot find employment for inanimate in- 
struments^ we cease to form and repsur them — if 
we cannot find it for our brute animals, we cease 
to breed them, or breed them only to eat them ; but 
we cajonot cease to breed men, nor can we, when 
we cease to find employment for them, feed upon 
them. We must either take for enjoyment what 
their physical and mental powers can provide for 
us, or we must make an end out of their means, 
and enjoy their mental and physical powers — we 
may employ them in manufactures, or we may 
cage them in convents — the choice is left with those 
who conunand the means of their subsistence, 
and, therefore, their mental and physical powers. 
Spain caged her men in convents, because Spain 
was satisfied with the material enjoyments which 
could be purchased from the mental and physical 
powers of other nations, in exchange for the pre- 
cious metals, taken without equivalents from the 
iimds and instruments of America, either as pub- 
lic tribute, or in private incomes. It had no em- 
ployment for the mental and physical powers of 
its rational instruments, who had nothing but these 
powers to depend upon for subsistence ; but those 
who commanded the subsistence, and conse- 
quently the powers, made an end out of the 
means, and maintained them in pious idleness. 
Rome, as its conquests extended, and its tribute, 
in public taxes smd private incomes, augmented, 
made, in the same way, an end out of a means ; 
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and as it did not require the mental and physical 
powers of its rational instruments in providing 
material enjoyments, instead of caging them ir 
convents,, and leaving them in listless ind(denc6, 
it provided them \with active exercise in civil' 
wars and discord. 

To the same state would savings steam-^hginei^' 
and rich colonies, tend to reduce the society of 
England, if their operation were not powerfully 
counteracted by standing armies, standing public 
debts, a complicated system of education, a stili 
more complicated code of laws, an immense 
church establishment, &c. Sec. since the material 
and intellectual stock invested in these, would is 
time be the only thing to relieve society from a 
helpless state of dependence upon land proprie* 
tors, tribute receivers, and government officers. ' t, 

The conclusion, that there cannot be a glut of 
commodities because the demand mu^t be always 
equal to the supply, rests, as I have already 
stated, upon false premises; and on a careful ex- 
amination of the works of those who have drawn 
this conclusion, it will be found to have arisen 
from the abuse of terms. To establish this conclu- 
sion, it has been assumed as a truth, that demand 
for commodities is neither more nor less than the 
wa^es of the labour, the profits of the stock, and 
the rent of the lands actually employed in the 
supply of commodities, in any society ; and that 
this is essentially false, may be proved from 
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almost eteiy chapter of the same works.* Every 
mao's claim upon the amiual returns^ whether se- 
cured privately or publicly, whether directly or in- 
direc^y, is to him the means of demand, represent^ 
ed by money, as he receives it in money : and if 
to these means he add the will, to consume that 
portion of the annual returns, he demands and 
drains so much from the great reservoir. To as- 
sert, or to suppose, that all these claims and 
means consist in the wages of labour, the profits 
of stock, or the rent of lands, actually employed 
in the supply of commodities, is to assert or sup- 
pose what is manifestly false ; because the priest, 
the soldier, the lawyer, the public creditor, &c. 
&Cw are neither so employed, nor have stock so 
employed. This, I venture to say, will be found 
the great source of all the errors and perplexities 
in which this subject has so long been involved ; 
errors originating in the great father of the science 
himself, and vitiating the whole of that part of the 
writings of Mr. Ricardo, M. Say, and Mr. M'Cul- 
loohj which treats of supply, demand,, consump- 
tion> taxation, capital and employment. 
Ml Me.? Malthus, Mr. De Sismondi, and many 
writers in the most popular periodical works of 
r.,. ■ ' . , . ■ ' • • . 

.' * .See M. Say, vol. L b. i. c. 15, 16, 17. vol. ii. b. ii. c. 1. Bat M. Say ar- 
gues, that a value in a product once created can never be augmented in the pro- 
gress of that product, by the taxes upon it. vol. i. b. i. c. 15. p. 172. Such an 
teumption must necessarily involve every proposition founded upon it in per- 
plexity, and eveiyiconclusion in error. . 
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the day, have seen that fiadlacy and sophistry must 
exist somewhere in the works of these eminent 
men, since conclusions were made to appear de^ 
nunutratwehf true^ which history and experience 
proved to be false ; but this fallacy and sophistry 
they have none of them, to my knowledge, satis- 
factorily explained. Tomen whose views have been 
confined to a state of society so very complicated 
and artificial as that of the more civilized nations 
of modem Europe, it must be extremely difficult 
to resolve it into its elementary principles, and to 
trace, amidst its ever varied and ever varying en* 
joyments, the nature of the claims from which the 
several members and classes derive their portions, 
and the circumstances upon which the employ- 
ment of these claims depends. For this purpose 
men require to extend their views to societies in a 
more simple and less artificial state — ^to communi- 
ties in which little material or intellectual stock 
has been created, or when created has been again 
annihilated by the rude hand of war, or the stiU 
ruder hand of domestic misrule. When we see a 
tree clothed in all its luxuriance (tf foliage, it is dif-r 
ficult to trace the source and branches through 
which the rich and exuberant mass is supplied 
with nourishment — it is only in the autumn, when 
this foliage is decayed, or when it has been shaken 
off or blasted by the tempest, that they appear. 

But to return to my general reasoning — what I 
draw from the great reservoir of floating capital. 
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I may enjoy immediately myself ; I may give it 
for enjoyment to another, employed for my imme- 
diate gratification or amusement ; or I may give it 
with a view to profit to one, whose mental and 
physical powers are employed for the gratification 
of any third person. In the first case, I consume 
what I draw — in the second place I enjoy and 
consume what I purchase with it ; and in both I 
employ it as my net revenue. But in the third 
case I have not employed what I drew as my net 
revenue. I have foregone the enjoyment of it ; 
but it has been, or may have been, net revenue to 
the man who has received it, as in the second case^ 
where I enjoyed the mental and physical powers 
of an individual employed for my amusement. 
In this second case the man fulfilled my claim 
upon him immediately — he played for me, prayed 
for ;me, danced for me, or sang for me ; but in the 
third case, the person to whom I lend what I 
draw must secure a claim upon some third person, 
in order to fulfil that which I have secured upon 
him. If he has been employed for that third 
person in playing, dancing, or singing for him, his 
labour has been net revenue to him, and what he 
pays for his amusement has been spent as such ; 
but to me it has been given as a return of capital. 
As long as the man upon whom I secure my 
claim has been employed in affording enjoyment 
to another by the immediate exercise of his phy- 
sical and mental powers, or in producing imme- 
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diate enjoyments by the exercise of these powers^ 
his labour must be net revenue ultimately to some 
one — he either affords or he produces enjoy- 
ments. 

But if the mental and physical powers of the 
man to whom I lend what I draw, with a view to 
profit, be employed as an instrument, not of af- 
fording or producing enjoyments, but upon a fund 
or instrument destined to produce enjoyments, what 
I give is or may be net revenue to him, but kis la- 
bour is net revenue to no one. The fund or in- 
strument upon which his labour has been employ- 
ed is neither in itself enjoyment, nor is it in itself 
capable of receiving enjoyment — the one is merely 
a fund from which enjoyments are produced ; and 
the other merely an instrument by which they are 
provided. If, for example, the man weaves lace, 
the lace is enjoyment to some one, who in the 
purchase gives him the means of fulfilling the claim 
I have secured — ^the man who enjoys it spends the 
amount of the price as his net revenue, and as his 
net revenue he enjoys the lace. The food I gave 
and he enjoyed, and the lace he produced and 
another enjoyed, have both been net revenue. 
But if his labour had been employed in making 
a machine or instrument for weaving J ace, that 
labour would have been net revenue to no one ; 
because the machine is neither in itself enjoyment 
nor capable of receiving enjoyment — it is merely 
an instrument for producing it. 
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This reasoning will, no doubt, appear too re- 
fined and metaphysical for practical purposes, but it 
is a proposition of ''the Wealth of Nations," 
which I endeavour to make as clear as possible ;* 
because I believe it will be found of consi- 
derable importance in reasoning upon the subject 
of employment, the most important of all subjects 
to the welfare and happiness of a nation. While 
the powers of the instruments and the fertility of 
the funds of any society remain the same, any in- 
crease in their number or quantity must increase 
the produce they yield ; and as any saving in the 
labour of the rational instruments applied to repair 
and renew the brute and inanimate portion, must 
leave more rational instruments to operate in con- 
junction with them, it must necessarily augment 
the collective number of instruments available for 
the production of enjoyments. If, for instance, 
steam-engines grew spontaneously ^ more men would 
be left to work with them, because no men would 
be employed to make them. If all the instruments 
that are available in society be employed always to 
the extent of their capacity, any such saving must, 
as Doctor Smith supposes, increase the net re- 
venue or enjoyments of the society.f The rati- 
onal instruments, as a part of the society, enjoy 
the same amount, while their powers saved from 

* Wealth of Nations, vol. i. b. ii. c. 2. p, 425. 428—434. 
t Ibid. vol. i«.f>. ii. c. ii. p. 434. 

N 
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the other instrumaits, that is to say, takea from 
them without any loss in efficiency, are employ- 
ed in producing more enjoyments. 

Employed upon the brute and inanimate instru- 
ments, their labours are the powers of one set of 
instruments required to support and maintain tho 
efficiency of another set ; and if the efficiency ctf this 
second set can be supported and maintained without 
the application of their labour, there are the powers 
pf two sets of instruments, instead of only one set, 
available for the supply of net revenue or enjoy- 
ments. That enjoyment may be, what it, perhaps, 
too often is, the gratification of pride, supporting 
helpless dependence ; and of benevolence conscious 
pf relieving unmerited misery ; for what theory 
assumes to be always true, history and experience 
shows to be comnKmly false — ^that all the rational 
itistrum^its avsolable in the production, prepara- 
tion, and distribution of our material enjoyments 
must, when thrown out of employment in one branch 
of industry, be sure to find it in another. They 
must always seek it indeed, because they depend 
upon employment for their subsistence ; but they 
may not be able to find it, because those who 
command their subsistence may not be willing to 
take for enjoyn^ent what their labours are calcu^* 
lated to supply. 

Let us suppose, that all our material enjoyments, 
except land produce, could be previded by steam 
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engines, which, for their provision and maintenance 
in a state of efficiency, required the application of 
only ten rational instruments, or men ; on what 
would be left to depend all the other rational 
instruments, who have nothing but the use of 
their mental and physical powers to offer in 
exchange for their subsistence? Would not 
society revert to its primitive state of dependence 
upon land-proprietors and Government ? he 
difference would only be in the independent 
claims of ten or a dozen men. The ten men 
would get only the wages of ten men ; and the 
proprietors of the machines only the profits upon 
their wages, and upon the raw materials invested 
in the machines. All the rest of the community 
would be left in a state of helpless dependence 
upon the proprietors of funds, and the officers of 
government ; and whether following in their ' idle 
trains, or caged in convents, would be obliged to take 
what they might be graciously pleased to give. 
It would come to this state through the medium of 
an increasing price for land produce, and a de- 
creasing price for all manufactured enjoyments. 
While the exchangeable value of manufactured 
enjoyments by successive improvements in ma- 
chinery would be reduced to almost nothing, more 
and more of them would be given for less and less 
of land produce, till the whole would not purchase 
more than the subsistence for ten or a dozen men ; 
and the services of all the other members of the 

N 2 
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community would be purchased with the rest.* 
" II ne faut pas toujours epuiser un sujet." We 
shall in time, or our posterity will, become sensible 
of the propriety and necessity of employing the 
mental and physical powers of man for other pur- 
poses than the manufacture of trinkets and baubles 
to glut the markets of the world ! 

Sometimes we employ what we drain from the 
great reservoir of floating capital in such a manner 
as to be net revenue to ourselves — ^net revenue or 
enjoyment to those who receive it, and capital in 
all its beneficial purposes, without its encum- 
brances of claims, to the society in general. We 
maintain, with it people whose mental and phy- 
sical powers are employed for the general benefit 
of the community, without any other advantage to 
ourselves, than that which religion may promise 
or the public gratitude and esteem afford. The 
approbation of the Deity — the gratitude and es- 
teem of pur fellow-creatures, and the pleasing con- 
sciousness of being useful, are our net revenue and 
enjoyment. When we form a canal, make a 
road, or build a bridge from our revenue, employed 
without a view to profit, we give an honest means 
of earning their subsistence to numbers who have 

* It is somewhat singular that M . Say should have supposed this case to 
show that the labouring classes would be bettered, though they could find no 
employment ; and capitalists, also] though they would lose all employment for 
their capital ! b. i. c. vii. 1 assure the reader, that I had not seen this passage 
when I supposed the same extreme case, to show a directly opposite effect. 
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nothing but their employment to depend upon, 
while we give to society the use of a great instru- 
ment of distribution, without encumbering it with 
a claim to a return in profits. Had we formed 
the great work by our revenue, employed as capi- 
tal with a view to profit, we should have given the 
same honest means of subsistence to the people 
employed, and the same utility to society, in the 
work itself ; but we should have encumbered it with 
a claim to return, which claim we should enforce 
through the imposition of a tax or duty for its use. 
The first is an instance of revenue employed use- 
fully, though not productive of exchangeable value, 
profit, or wealthy if wealth consists in exchangeable 
value alone — the second is an instance of revenue 
employed with the same resulting utility to others ; 
but as that utility is purchased firom us in the tax 
or duty, it is at the same time employed in pro- 
ducing profit to us, exchangeable value in the 
things transported, and paying that duty — and, 
consequently, wealth. 

The reservoirs of India and the canals of Egypt 
were all formed by revenue employed without any 
view to a return in profits. The gratitude of so- 
ciety and the approbation of the Deity were the 
net revenue or enjoyment expected by those who 
formed them. When an Eng:lish gentleman in a 
time of scarcity and want sees a native of India, 
incited by these motives, commence upon the 
formation of these and other great works to relieve 
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the people, lie maj, pcriaps, hkaA to flunk that 
absentees wiio drew from Ireland nocHnes of a 
himdred tlioosnid a jear in Ibe absointe necessa- 
lies of life, aimiild ka^e been Hrteaing to Mr. 
M^CuDoch's iectnres npan ctfiiml^ wiale nine- 
tentbs of tbeir oonntiyinen wi»e poishing of 
honger, because no ma^ would give them subsis* 
lence fer thdr semoes! WkkA would common 
sense pronounce to be the moA efficient aid to 
that much-abased and nusgoreined country — a 
great land propn^or emplojing his reyenue with- 
out a Tiew to profit, in the ibnnation of some 
great and useful woik, or an KngHsh manufac- 
turer, imported with diip-losds of power looms 
and steam mgines? We may lam^it, and en* 
dea^our to ranove the causes, which render the 
residence of the fonner at home unsafe ; but we 
ought not to insult the conimcn sense of the nation, 
with the fellacyand sophistry that would make 
his absaMse appear nselul. 

In our ^:n<»ance and prejudices we have di- 
rectly or indirectly discouraged this mode of em- 
ploying revenue fliroughout our Eastern domi- 
nions ; and with few conceptions it is only in the 
territories of native duefis and piinoes, that these 
great and usdul wmks are now formed or main- 
tained. In our t^njlaries, the canals, bridges, re- 
servcms, wells, groves, temples, seraes, &c. &c. all 
formed by revenue so emjdoyed, without any view 
to a return in profit, are going to decay with the 
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feelings in which they originated, and they wiii 
soon leave no trace behind them. A little longer 
continuance of our selfish administration will level 
the face of the country, as it has levelled the 
ranks of society, and will leave a plain surface for 
wiser statesmen to act upon. The aspect of so- 
ciety presents no middle class ; and the aspect erf 
the country is losing all those great works of or- 
nament and utility with which we found it ad^n- 
ed — great families are levelled and lost in the 
crowd; and great cities are dwindled into farm 
villages — ^the wotk of destruction goes on ; and, 
unless we act upon a new system of political eco- 
nomy, it will proceed. The work of destructicm is 
systematic, that of regeneration accidental. That 
two gre&t minds, like those of the Marquess of Has- 
tings and Mr. Adam, should succeed each otlier 
in the administrations is an accident. 

The religion and the feelings of the people 
of India stimulated them to the original Ibrmatioii 
of such works for the gratuitous benefit of society } 
but the same religion and feelings did not stimu- 
late them to their repair and support. It is by 
the original formation of these wotks of ornament 
and utility, that the Deity is supposed to be pro- 
pitiated, and the esteem and grateful recollections 
of society are secured. As they must for ever 
bear the name of the person by whom they arc 
first formed, and to whom the Whole merits of 
the work are exclusively secured, no individual 
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has a sufficient motive to repair and support them. 
But under a native Grovemment, it was never ne- 
cessary that any individual should employ his 
m^ms in their repair and support ; nor was it ne- 
cessary that Grovemment should ever employ its 
means in their original formation. It was the 
utility alone of such works, either local or general, 
which gave them merit in the eye of the Deity, or 
in the estimation of mankind ; and none, there- 
fore, were ever formed that were not valuable to 
the people either in use or in esteem. Of such 
works the sovereign, as the common parent and 
guardian of all, undertook the repair and support, 
either directly or indirectly. He provided for 
their repair and support either from revenue ac- 
tually collected, or from a remission of revenue 
given especially for the purpose. The merit of 
forming such works in the estimation of society 
continued as long as they were found useful ; and 
as the duration of their utility depended upon 
their repair and support, the motive to form them 
was strong or weak in proportion as the assurance 
that Government would so repair and support 
them was or was not felt. Native Governments 
generally gave this feeling of assurance — ours 
commonly gives the assurance, not only that they 
will not be repaired and supported, but that they 
will not even be respected. The Government will 
not itself destroy them, but it will not prevent 
their destruction by others ; and the public esta- 
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blishments of our Government are often their 
greatest enemies.* How many thousand links, by 
which the affections of the people are united to 
the soil and. to their Government, are every year 
lost. or destroyed by our selfishness and ignorance ; 
and yet, if our views in the country extended be- 
yond the returns of a single harvest, beyond the 
march of a single detachment, or the journey of a 
single day, we could not be so blind to their 
utility and advantage even to ourselves. 

I have not, in the course of this section, pre- 
tended to argue that there is or has been an ac- 
tual glut of material enjoyments in England or any 
other country ; but if it be shown that there is 
any where an actual glut of the most efficient of 
all the instruments of production in England or 
any other country, it may be fairly concluded that 
there is or may be an actual glut of what these 
instruments produce, or are calculated to produce. 
That there is and has been a glut of such instru- 
ments. in England, seems to have been assumed 
as a truth by the legislature, and felt . as a truth 
by the nation in general ; and . that there . is and 
has been a glut of them in Ireland, no man in his 
senses can deny. .' These instruments are that 
portion of the members of society who have no- 
thing but their physical and mental powers to de- 
pend upon; and who will presume to deny that 

* The mango groves of India were works of great ornament and utility ; and 
it has unquestionably been the tendency of our rule to dinunish them. 
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tbe mental and physical powers of thousands and 
tens of thousand who every yeajr are seeking ia 
vain for employment in England, are efficient to 
the production of material enjoyments, or to &e 
promotion of the happiness and welfare of society! 
These men have, as Cicero says, their own wants 
and appetites, which depend for gratification upon 
their employment ; but if those who command 
their mental and physical powers, through the 
means of their subsistence, will not employ them, 
what are they to do ? Ireland is a melancholy 
instance of such a glut of rational instruments in the 
midst of civilized Europe — there we see millions 
demanding subsistence, and in return offering the 
use of the mental and physical powers which (Jod 
has given them, but offering it in vain ; while 
sums amounting to millions are every year sent 
in the absolute necessaries of life to pay the in* 
comes of absentees in distant countries. Whether 
those who command their subsistence, give it to 
them as net revenue to enjoy their services, or to 
make them, gratuitously, beneficial to society ; or as 
capital, with a view to a return in profits to them- 
selves, is to them of little importance as long as it 
is given ; but if they offer in vain the use of these 
powers which Crod in his mercy has bestowed 
upon them, they are reduced to a condition worse 
than brutes ; for of the brute animals we employ 
and feed such as we can convert to useful pur- 
poses — and can it be that the faculties of man are 
not so convertible ? 
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Whether the land-proprietors, and church' men 
who draw their millions a year in rent and tithe, 
idiould employ these millions without a view to 
profit, in isome works useful or ornamental to their 
own particular estates, or to the country m gene- 
ral; or with a view to profits in manufactures — 
would be to the people indiiBferent, as long as they 
were honestly and usefully employed. The men- 
tal and physical powers which the Deity has given 
to man individually, may always be employed to 
the advantage of the society of which be is a 
member, generally ; and when the world becomes 
wiser, those powers will not seek emplayment in 
vain. " Country gentlemen in France do not 
" employ, perhaps, the hundredth part of the la- 
" bourers that are employed by country gentle- 
** men in Elngland, who have always some work 
" of ornamental gardening or farming going on, 
" which gives bread to many people ;"* and shall 
Englishmen be told in the present day, that whe- 
ther these gentlemen proprietors reside upon their 
estates in England, or lounge in the theatres and 
ball rooms of Italy, is a matter of indifference ? 

It has been assumed by modern economists, 
that a£ stock is produced solely by labour, it can 
be considered as nothing but invested labour ; and 
that, consequently, the profits derived firom its 
employment, can be nothing but the wages of in- 
vested labour. Tliat stock is originally produced 

* Young's Travels in France, vol. i. p. 415. 
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by labour, Cicero told his friends in Rome more 
than eighteen hundred years ?LgOy though, happily 
for their time and attention^ he did not proceed to 
form a theory oi profits and wages upon it. *^ Jam 
" vero et earum rerum quibus abundaremus ex- 
** portatio, et earum quibus egerimus invectio, 
'^ certe nulla esset, nisi his muneribus homines 
** fungerentur ; eadem ratione nee lapides e terr^ 
** exciderentur ad usum nostrum necessarii ; nee 
** ferrum, aes, aurum, argentum efFoderentur pe- 
" nitus abdita, sine hominum labore et manu."* 
Again, " at deductus aquarum, derivationes flumi- 
" num, agrorum irrigationes, moles appositas 
'* fluctibus, portus manufactos, quaeso, unde sive 
" hominum opera habere possemus ? ex quibus 
*/ multis que aliis perspicuum est, qui fructus, 
" quaeque utilitates ex rebus iis, quae sunt ina- 
" nimae percipiantur, eas nos nuUo modo sine ho- 
" minum manu atque opera capere potuisse." 

Man is, no doubt, with the mental and physi- 
cal powers which he derives fh)m his Creator, and 
acquires by practice and instruction, the great in- 
strument from which the powers and efficiency of 
most other instruments of production, preparation, 
and distribution are derived ; and as far as the 
price or exchangeable value of the material enjoy- 
ments produced, prepared, and distributed, is 
composed of the profits or returns for the employ- 
ment of these instruments, so far may it be con- 

* Cicero» de OjfficiiSi Ijib. ii. 
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sidered to consist of the wages of invested labour. 
So far as this exchangeable value is composed of 
the wages paid for the powers of man, employed 
in providing the materials used, as well as in form- 
ing the instruments by which they are prepared 
for our use, and distributed in their different 
stages, may it be considered to consist of the wages 
of invested labour. But neither that portion of 
price or exchangeable value which is derived from 
the rents, paid to the proprietors or monopolists 
either of the funds from which our enjoyments 
are derived, or of the natural agents which aid in 
their production, preparation or distribution — nor 
that portion which is derived from the extra pro- 
fits of monopolies, and exclusive privileges of 
every kind and degree ; nor that portion which is 
derived from taxes paid upon the funds and in- 
struments employed — upon the materials of our 
enjoyments, or upon the enjoyments themselves 
in the different stages of their progress, can be 
supposed to be derived from the wages of invested 
labour. 

That z. great part of the price or exchangeable 
value of every material enjoyment, and by far the 
greater part of that of many in England, is so'com- 
posed, is sufficiently manifest; and therefore a 
whole system of political economy, like that of 
Mr. Ricardo, or particular conclusions, like those of 
M. Say, founded upon the assumption, that price or 
exchangeable value is composed exclusively of the 
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wages of immediate labour^ and the wages of 
labour invested in stock, os even of these and rent, 
must necessarily be altogether unsound, when ap- 
plied to England, or to any other nation advanced 
beyond the primitive state of barbarism. 

In the following few propositions, which I offer, 
not for the instruction but for the consideration of 
the reader, without any view at present to assume 
the conclusions drawn, as premises to future con- 
clusions, I have endeavoured to separate the 
portion of price or exchangeable value due to the 
wages of vested labour, or stock, from that due to 
appropriation, monopoly, taxes, &c. &c.; and 
when we can separate them in our ideas and our 
terms, we shall, probably, come to conclusions 
much more satisfactory to ourselves, and much 
more applicable to practical purposes. These pro- 
positions, which I offer with some degree of dif- 
fidence, will, I hope, be found useful in all general 
reasoning upon the subject of the instruments of 
production, preparation, and distribution. 

1. Permanently^ things of the same exchangeable 

value in relation to each other, or to any 
given thing, may be considered to have had 
the i^ame costs incurred upon them. 

2. Things of the same price or exchangeable value 

(as fau: as that value depends upon the wages 
of labour) may be considered to have, at the 
same tiipe and place, the same quantity of 
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labour invested in them. One thing may 
have the labonr of ten men for one year, 
another that of one man for ten years.* 

3.- Of two machines of the same exchangeable 
value, the annual returns or produce of one 
will be of less exchangeable value than those 
of the other (as far as that value depends 
upon the wages of labour), in proportion as 
the powers and properties we require from it 
are of greater duration. 

4. The exchangeable value of two machines, 
whose annual returns are of equal exchange- 
able value (as far as that value depends upon 
the wages of labour), will be in proportion to 
the duration of the powers and properties 
required from them. 

6. Two instruments, whose exchangeable value 
is the same, and whose properties and powers 
are of the same duration, will produce annual 
returns of the same exchangeable value, as 
far as that value depends upon the wages of 
labour. 

6. Things of the same kind and quality will, at 
the same time and place, be of the same ex- 
changeable value in relation to each other, 
and in relation to any given thing. 

* Colonel Torrens supposes, that in one stage of society the whole quantity 
of labour, both vested and uninvested, regulates the value in exchange ; but in 
another, that part only which is invested, that is, capital. This arises merely 
from his including wages in the term capital, in one stage, and excluding them 
from the teiin in another. — See Production of Wealth, chap. i. pp. 1 — 40. 
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With the five first propositions I have little at 
present to do ; they are involved in the works of 
others, and it may be useful to have them clearly 
exhibited for reference ; but upon the sixth pro- 
position I shall offer some observations, that may 
lead to conclusions of the first importance to a 
nation like England, and I beg the reader's careful 
attention to them. At the seat of the supply the 
actual price must be always gravitating to the 
" central point, or natural price," that is, the rate 
of costs incurred upon them ; so also at the seat 
of the demand. But these costs may diminish in 
one without diminishing in the other, or without 
diminishing in the same degree. If they diminish 
in the seat of the demand, without diminishing in 
the seat of the supply, the market for the distant 
supply ceases ; because it is supplied by domestic 
instruments, and the instruments of the distant 
seat of the supply are thrown out of employment. 
If these costs diminish in the seat of the supply 
without diminishing in the seat of the demand, 
the instruments employed there previously are 
thrown out of employment in that branch of in- 
dustry. They may diminish in any one of their 
component parts, in a reduction in taxes, mono- 
polies, rents, wages, or profits ; * or by an in- 



* Colonel Torrens says, that the profits of stock form no part of the 
jirice, because they form no part of the costs ; but they form a part of the 
price, because they are paid out of it. p. 51, 56, On the Production of Weahlu 
" In my term of * natural price ' they are included ; but in my term * 
price,' they are or are not, just as this market price is or is not suificieiit 
pay them.** 
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creased power of eflSciency in the instruments, or 
an* increased fertility in the funds. 

Any reduction in the costs at the seat of the 
supply must, by the free competition of industry 
and enterprise,, effect a reduction in the same 
proportion, or nearly the same proportion, in the 
seat of the demand ; because the actual price 
will always be gravitating to the natural price in 
both ; and the natural price is that which is 
neither more nor less than sufficient to pay the 
costs incurred, giving the average, and ordinary 
rate of rents, profits and wages at the same time 
and place. If we can now supply to any seat 
of demand in a distant nation, any particular 
article of the same quantity and quality as the 
people of that seat provided with the labour of one 
thousand men, we shall be able to get the v^lue 
of the \vages of one thousand men for it, over and 
above the value of the other component parts of the 
costs in that seat. But if by degrees it cost us 
less to supply it, competition among ourselves, the 
suppliers, will reduce the price through the medium 
of increased supply. The domestic instruments 
of supply in that seat will be thrown out of em- 
ployment by degrees, as the foreign supply aug- 
ments ; and if we can in time supply the same 
quantity with the labour of only ten men, instead 
of one thousand, we shieill in time get in return 
only the value of the wages of ten men in the seat 

o 
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of the demand, over and above that of the other 
component parts of the costs 

If we could supply all the rest of the world with 
cotton cloth by the labour of ten men, and no 
other costs were incurred but the wages of their 
labour, all the rest of the world would in time 
give us only the value of the wages of ten men in 
exchange; because the competition among our 
own instruments of supply would reduce the price 
to that rate. The consumers might not be able 
to produce the same quantity of cloth of the same 
quality, by the labour of ten millions of men ; 
and if they could not get it for less, might be 
willing to give, the value of the wages of ten 
millions of men in exchange for ours. But it is 
not their abilities, but ours, that regulate the price 
they shall pay ; and that price we reduce through 
the medium of increased supply. The actual 
price in every market is always, as I have already 
stated, the highest that can be got in the existing 
state of the demand for the supply actually in the 
market ; and it rises or falls through the medium ' 
of an alteration in the one or the other. 

If we suppose that part of the produce of the 
industry of a nation which it exports, to be a part 
of its consumption, and that portion of the in- 
dustry of other nations which the former receives 
in exchange and imports, to be a part of its pro- 
duction, we should necessarily conclude, that in 
proportion as the powers of efficiency in our in- 
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struments increased, our consumption in exports 
must augment, without any corresponding increase 
in our production in imports; and that, if the 
powers of these instruments were exclusively ap- 
plied to the production of things for export, foreigri 
nations alone would benefit by their improvement. 
Is there or is there not any thing in this reasoning 
applicable to the state of England ? Has not the 
amount of her returns from other countries become 
less and less in proportion to what she gives, as 
the efficiency of her instruments has augmented ; 
notwithstanding the immense increase that has 
been made to that component part of the costs of 
her produce which consists in taxes ? Had not 
those taxes been imposed, would not the nation 
receive from other nations so much less? Were 
all those taxes taken off, would not competition 
among ourselves reduce the price of this produce 
to other nations in the same proportion ? 

As the efficiency of our instrumei^ts increases, 
the costs, in as far as they consist in the wages 
of instruments, rational, brute, or inanimate, dimi- 
nish ; and competition among ourselves is always 
tending to reduce the price of what we supply to 
the same extent in foreign markets. They might 
be able to afford, and might be very willing to give 
more, but we should not permit them — we should 
woo, and they would -retire. ** Our love would 
"be unto them, and they would reign over us." 
But the Government comes in, and increases one 

o 2 
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component part of the costs^ as another diminishes^ 
and thdugh we do not get as much as we mighty 
we get mwe than we should in return. This 
something more the Government distributes ; and 
V it does not distribute it for the general benefit of 
the people, in the supiport of useful establishments 
and institutions, it does not discharge its duty. 
But the instruments employed do not get the less 
because the Government takes this part;, they 
would not get more than they do if the Govern- 
ment took none ; the nation gets more ; and by 
that more the nation is benefited, unless we sup-? 
pose an almost impossible case, that Government, 
like an Irish absentee, consumes the whole to no 
useful purpose. 

If there be any truth in this reasoning, that 
truth is of importance to a manufacturing and. 
commercial nation, the powets of whose instru- 
ments are so much applied to the production, pre- 
paration^ and distribution of commodities for 
foreign markets. Bounties upon the export of 
domestic produce must of course have an opposite 
effect ; and instead of giving the nation more of 
the produce of other countries than it would re- 
ceive, they give gratuitously to foreign nations a 
portiojQ of that produce which they would not 
otherwise receive. They are, no doubt, some- 
times usefiil and necessary, to encourage particular 
branches of domestic industry, and to create par- 
ticular kinds of national stock, as well intellec- 
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tual as material ; and by their aid, Louis the Four* 
teenth created a navy for France. 

The progressively improving powers of our 
inanimate instruments in manufactures, reduce one 
great component part of the costs, that which 
consists in the wages of vested and uninvested 
labour. It reduces that component part so much, 
that the produce of different branches of our 
national manufactures, after paying more taxes in 
the different stages of its progress, and after 
paying a greater freight than produce of the same 
kind from any other nation, may come into com- 
petition with that foreign produce, and supersede 
it in the most distant regions of the earth ; nay, 
in the very seats where simUar commodities are 
produced, prepared and distributed for enjoyment, 
without being burthened either with taxes or 
freight. Such seats or markets find, that not- 
withstanding the accumulation ot taxes and freight 
upon British produce, the competition in the 
supply among British merchants and n;ianufac- 
turers is continually reducing the price and 
superseding the employment of their domestic 
instruments, in the preparation of similar com- 
modities : that they are continually giving less 
iand less of the produce of their domestic industry 
for the same thing, or receiving more and more of 
our produce for the same portion of theirs. Eng- 
land must, therefore, notwithstanding 4;he incrieas- 
ing amount of taxes imposed, directly or indirectly. 



198 Outline of a New System. 

upon such commodities, in the different stages of 
their progress, levied and distributed in the sup- 
port of the public establishments and institutions 
of the nation, be continually receiving less and 
less collectively of the produce of the industry of 
other nations, in proportion to what she sends to 
them of her own ; and if the amount of taxes were 
reduced, the nation would receive collectively that 
proportion less than she does now, compared to 
what she gave. It matters little whether the 
taxes be imposed upon the produce of her own 
industry given, or upon that of the industry of 
other nations received in exchange ; it makes the 
foreign nations give more of the produce of their 
industry, in exchange for that of ours, than they 
would otherwise give. 

But, if the powers of the instruments employed 
in other nations in the same branches of industry 
were as efficient to the same end as our own, the 
people of these nations would not pay these in- 
creasing taxes, by which England is enabled to 
support its public establishments and institutions. 
As the powers of their domestic instruments in- 
creased, the costs of their domestic supply in that 
branch would diminish ; and they would give less 
and. less of the produce of those branches of in- 
dustry in which the powers of instruments had 
not increased, for the produce of that in which 
they had ; consequently they would give less and 
less for the produce of the same branch of in- 
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dustry sent by us. We do not take in return 
from them the produce of the same branch of 
industry, but that of others ; and our returns 
would continually diminish in the same proportion 
as the returns to domestic produce of the same 
kind diminished in these nations. The efficiency 
of their instruments and ours remaining relatively 
the same, any iiugmentation of the other compo- 
nent parts of costs in taxes, freight, &c. &c. 
would, of necessity, tend to circumscribe the 
demand ; and with the demand, the employment 
for instruments in that branch of industry must 
necessarily diminish. 

As the powers of instruments employed in other 
nations improve in their efficiency, unless ours make 
a corresponding advance, and thus retain their su- 
periority the produce of our industry must yield 
less and less revenue to Government for distribution 
to public establishments; and we must feel more 
and more the pressure of our public debt. At present 
it can hardly be said to be felt at all — ^the efficiency 
of the instruments employed enabling us to maintain 
an immense proportion in idleness ; but in time we 
must reduce our national debt and church esta- 
blishments, and simplify our code of laws.* If 
there be any truth in this reasoning, and I offer it, 
as I have already stated, not dogmatically for my 

• " 

* To this great work the talents and abilities of Mr. Peel and Mr. Huskisson 
' have already been applied ; and every lover of his country must hope that they 
will be successful. 
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reader's instruction, but with deference, for his 
consideration, can it be of advantage to England to 
export her instruments of production for. the use 
and instruction of other nations ? Does she not 
give to these nations in one year what she has 
taken, and they may take, ages to acquire ? and 
does she not thereby gratuitously volunteer the 
reduction of • these establishments, which the su- 
perior powers of these instruments have contri- 
buted so much to maintain ? 

The man who has discovered the means of 
giving superior efficiency to any particular instru- 
ment, whether of production, preparation, or dis- 
tribution, and can keep these means a secret, re- 
duces to himself the costs of supply ; but he does 
not reduce to the same extent the price of that in- 
strument or the price of the produce it sup- 
plies. He gets the same or nearly the same 
quantity of the produce of other men's industry ; 
and from the saving in the costs of production, he 
increases his private establishments and comforts. 
So it is with a nation — it reduces, by the improved 
efficiency of its instruments, the costs of produc- 
tion ; and not diminishing to the same extent ;the 
price of that produce in distant markets, it de- 
rives, in taxes, the means of maintaining increased 
public establishments, in armies, navies, priests, 
public creditors, lawyers, &c. When the indivi- 
dual can no longer keep the secret of his discovery, 
or the period of his patent expires, he is reduced 
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to a level with others in the same branch of indus- 
try. His private establishments must be reduced 
in proportion ; and when England loses the su- 
periority which her genius and enterprise have 
given her in the eificiency of her instruments, 
must not her public establishments be reduced 
in proportion? 

Of all the instruments of production formed 
from the material and intellectual stock of a so- 
ciety, perhaps the canals and aqueducts made for 
irrigation are the most important, and the most 
worthy the attention of the Government of a great 
nation. By such works the returns of lands that 
might otherwise have been in tillage are greatly 
augmented ; while those which, without their as- 
sistance, might have remained a steril wast6, are 
brought into cultivation, and made to yield their 
returns to the general supply. They impart nou- 
rishment themselves to the soil, as well as facili- 
tate the operation of that nourishment afforded by 
manure, and they develop those natural powers 
which might never otherwise have been available. 
The Government of a great nation could find no 
objects more worthy than these of public expendi- 
ture, because none contributes more to the gene- 
ral good of society ; nor could it find more legi- 
timate mediums through which to make the sub- 
jects contribute their portions to the general bur- 
then of the state in taxes. They either increase 
the rents of the landlords, or they benefit con- 
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sumers in general by a diminution of price, or 
both ; and a tax upon their use, while it refunded 
the expense incurred in the formation and main- 
tenance, would absorb only a small portion of 
what they gave to the one or saved to the other. 

We are told by an excellent historian,* that the 
Romans were above all people disposed to adopt 
what they found useful among the people of other 
nations ; and they never borrowed an art of 
greater or more general utility than that of form- 
ing works for irrigation, which they derived from 
the Persians and Egyptians. " Quid ego irriga- 
" tiones, quid fossiones agri, repastiones que pro- 
** feram, quibus sit multo terra f(Bcundior."t But 
in the ages of darkness and anarchy which follow- 
ed the downfal of that great empire, this useful art 
was neglected and forgotten in every nation of 
Europe but Spain and Italy. In Spain it was re- 
vived by the Moors ; and in Italy it was reintro- 
duced by the Goths in the beginning of the sixth 
century, when Theodoric paid an African to teach 
it to the people of Lombardy .:{; The great works 
formed by the Romans for irrigation in almost 
every country subject to their dominion, were left 
to decay and have disappeared ; and with the so- 
litary exception of Italy, the art of forming them 
has been neglected in modern times from the ma- 

• Polybius, General History, b. vi. t Cicero do Senectute. 

X See Professor Symonds on the effects of water on the agriculture of Italy; 
and Arthur Young's Travels. 
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nufacturing and commercial spirit of the Christian 
world, and from the ignorance and misrule of the 
Mahommedan. 

The civilized nations of Christian Europe will, 
perhaps, at some future time devote their spirit, 
industry, and knowledge, less exclusively to manu- 
factures and commerce — those branches which 
have tended so much to involve the world in war 
and blood, and to excite hatred between families, 
towns and nations. They will perhaps revive this 
useful and too long neglected art, and spread over 
the bosom of the country those great works, which 
in the civilized nations of the ancient world convert- 
ed barren and cheerless wastes into scenes of rich 
and animated fertility, and peopled deserts which 
man dares not now approach. We are told by 
Polybius, that the size of the Euphrates began 
to diminish on its entering the boundaries of 
Persia, from the numerous canals formed for irri- 
gation along its banks.; and that the great parent 
stream disappeared altogether before it could rqach 
the opposite boundary. It now flows undimi- 
nished through a depopulated wilderness.* If it 
be too much to hope that the waters of the 
Nile, the Euphrates, the Oxus, arid Jaxar- 
tes, will ever again be made to fertilize the lands 
of Egypt and Persia, and again people with busy 
multitudes flourishing cities in those inhospitable 

* General Histoiy, b. \x. 
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wastes, where man now " seeks a reputation in 
the lAoris mouth," it is not surely too much to 
hope, that the rivers of England, Ireland, France, 
.Spain, and India, may be made sources of wealth 
and strength to these countries, and of honest 
employment and happiness to. tiie people.* 

Such works, double, treble, or quadruple the 
annual returns from the land ; and, ccEterU 'paribus y 
increase the net produce in a still greater propor- 
tion — this increase of net produce going either to 
the individual proprietors of the works, to tiie 
proprietors of the land, to the Government, 
to the consumers of produce in general, or 
to alL In Italy and Spain the value of land is 
often more than quadrupled by irrigation;! and 
it is to be hoped, that a few of those rational 
instruments of Spain, which the possession of 
South America caged in convents and nunneries, 
will now have their mental and physical powers 
applied to such useful works. It is too, to be 
hoped, that our legislature will remove those 
causes, whatever they be, which render the resi- 
dence of Irish proprietors upon their estates un- 
safe ; and induce them to expend their revenues 

* Query — ^will it one day be thought possible to taake the Andes sead down 
any of its streams upon the west coast of South America ? Nine«tenths of the 
land between this chain of mountains and the sea on that coast, must be for ever 
waste without such streams, however rich in natural powers. 

t Young's Travels in France and Italy, p. 169. I67. 177, 178, 179, 282, 
283. 324. to 327. In Persia and in India lands well supplied with water pay 
six times the rent derived from those of the same kind at the same place vdiich 
are not so supplied. 
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in employing the generous sons of Erin in pur- 
poses equally useful. 

Great works for irrigation are formed, 1st, 
by Government out of means levied from the peo- 
ple in taxes : 12nd, by individuals out of their pri- 
vate means employed without a view to a return 
in profits: and, 3rd, by individual, or joint 
stock companies, out of their means employed 
with a view to a return in profits, that is, as capital^ 
If the Government forms these works with a view 
to a return in profit; or not having formed them 
with that view, afterwards converts them into a 
source of profit, the means or revenue employed 
Upon them is employed as capital; and the 
profits Or returns to that capital are derived 
through the medium of a tax or duty imposed 
for the use. But the advantages of such works, 
even on their most extended scale, are limited to 
only a certain portion of a great nation, or they 
operate more to the advantage of one por- 
tion than to that of the rest ; and if the means of 
forming them are levied from the people in general, 
it is juSt that those who enjoy exclusively the ad- 
vantages, should be made to refund with interest 
the means employed. But it is just and expedient 
that the means of forming great works of this kind, 
when formed by Government, should be levied 
from the people in general ; because, though they 
operate exclusively to the advantage of one parti- 
cular part of the country, they do not operate to 




.♦ 
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its advantage immediately. The advantages of some 
great works of this kind do not begin to be felt in 
any considerable degree for one, two, or three gene- 
rations; and if the means of forming them were 
levied exclusively from the people of that particu- 
lar part to whose advantage they are ulthnately 
to operate, these might be compelled to pay for 
advantages which neither they nor their posterity 
could ever enjoy. Neither they nor their poste- 
rity may enjoy any of the advantages ultimately 
to be derived from the works ; nor can they as 
members of the society in general share, in pro- 
portion to what they pay, in the capital and in- 
terest refunded through the medium 6f the tax. The 
Government cannot pay back the capital and in- 
terest to those from, whom they levied the means — 
the tax will either be appropriated for the benefit 
of that particular class from which they and their 
posterity may have disappeared, or for the benefit 
of the nation in general. They may share as 
members of the society in general ; but they have 
paid as members of a part of society in a much 
greater proportion. To levy the means of forming 
these great works exclusively from the people of 
that particular part to whose advantage they are ul- 
timately to operate, would be to tax one genera- 
tion for the benefit of another, or to tax the people 
of one particular part for the benefit of the whole^- 
the advantages would be enjoyed by a future ge- 
neration, or the tax by the society in general. It 
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may be said, that, to levy the means from the peo- 
ple in general, would be to tax them for the be- 
nefit of a particular part, or for the benefit of a fu- 
ture generation ; and this is true ; but the people 
in general would feel the burthen infinitely less, 
or not feel it at all. It is just and expedient, that 
Governments should levy the means of forming such 
great and useful works from the people in general, 
and refund to the people in general with interest, 
through the medium of a tax, the means so em- 
ployed. This, under a judicious administration, 
would be merely taking a loan from the collec- 
tive body of the people for the benefit and ad- 
vantage of a particular part. 

Where these works are formed, as in the third 
case; out of the means of individuals employed 
with a view to a return in profits, the principal 
and interest are repaid through the medium of a 
duty, which they are permitted to impose upon 
the use of them. Those who have formed such 
works out of their . own means have, no doubt, 
secured a just claim upon those who require to 
avail themselves of their use ; but what they exact 
may be, and, unquestionably often is, much more 
than sufficient to repay the principal laid out, 
with a just interest ; and Governments would best 
consult their own dignity, as well as the interests 
and happiness of their people, by forming them 
out of public revenue. It is unbecoming the dig- 
nity of a great nation, to see the population of its 
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great and magnificent capital quarrelling with a 
few greedy monopolists of paltry canals, about 
the price and quality of their water. 

Where these great works are formed, as in the 
second case, out of the means of individuals em- 
ployed, without a view to a return in profits, that 
is, as revenue, no principal is required to be re- 
funded, nor interest to be paid. The means of 
an individual have been employed gratuitously for 
the benefit of the people of a particular part of the 
country, where he wishes his name to be associated 
with grateful recollections; and no pecuniary 
claim has been secured upon those who may 
require to avail themselves of the use of his work. 
This work is without exchangeable value; and 
that it shall remain without exchangeable value, 
is essential to the motive of him by whom it is 
formed. If wealth consists in exchangeable value 
alone, such a work, however usefiil to the nation, 
can form no part of its wealth ; and according to 
the economical schools of Europe, the mental and 
physical poWers of all the men occupied in form- 
ing and repairing such a work, and all the means 
expended in it, would be unprodtictively employed; 
simply because these me^iis were not employed 
with a view to a return in profit, that is, as capital ! 
Let the proprietor put a tax or duty upon his 
work, and though the utility would remain the 
same, the work would be vested with exchange- 
able ; value, would become a part of the nation's 
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wealth ; all the means employed, and to be em- 
ployed upon it would become capital ; and all the 
mental and physical powers occupied, and to be 
occupied upon it, would be and would have been 
productively employed. 

To those whose sphere of observation has not 
extended beyond the more advanced societies of 
Europe, where commerce, manufactures, public 
debts, religious orders, judicial establishments, 
armies, navies, colleges, schools, &c. &c. fill up 
the vast space between the prince and the peasant, 
by imperceptible gradations of ascent, the form- 
ation of such works out of the means of indivi- 
duals employed without a view to profit, may 
appear the moat useful mode. It is so, perhaps, 
in such societies ; and, might unquestionably be 

found an extremely useful mode of forming them 

« 

in Ireland, where great proprietors and church 
men have such enormous means at their disposal, 
means now squandered in idle pleasures, and in 
distant countries, but which might employ mil- 
lions in works useful and ornamental to their own. 
But in the very early stages of society, and in 
those societies whose advance is retarded by reli- 
gious prejudices and institutions, this is not the 
best mode of forming them. In such states of 
society, where industry is almost confined to agri- 
culture, and the material enjoyments of man are 
almost limited to the simple necessaries of life, 
the great mass of the people is left in a state of 

p 
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helpless dependance upon the sovereign and the 
great land-proprietors; and while, in such a 
society, these great and useful works are formed 
otrt of the means of individuals employed without 
a view to profit, they can never, however great 
an<i numerous, give to individuals an independent 
claim tipon the annual returns of the country : 
they can only augment the net revenue derived 
by the Government or the land-proprietors. They 
cannot, therefore, tend to the formation of ft 
middle class, which such a society must stand so 
much in need of. If such works were formed out 
of means employed with a view to a return itt 
profits, the proprietors would have the privilege 
of imfifosing a duty for the use ; anfl that privilege 
it would be necessary to secure by laws, or they 
would cease to be formed . Such privileges secured 
by laws, would give to the society a number of 
respectable families, possessing an independent 
claim upon a portion of the annual returns, and 
leisure to cultivate their mental powers for the 
benefit of the whole. It would at the same time 
give a motive for the maintenance and repair of 
such works ; and I may venture to say, that the 
artificial reservoirs of Iiidia available for purposes 
of irrigation, might have been, and may still bis> 
made an admirable means df forming a middle 
class. Where such works are fottned without a 
view to profit, no independent claim upoii the 
annual returns of the society is secured by thie 
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means employed ; and if, as is sometimes the case 
in India, the individual, to secure a seat in heaven,, 
or a reputation on earth, employs all his means in 
their formation, he, his family, and posterity, are 
thrown back upon the great mass of those, who 
have nothing but their physical and mental 
powers to depend upon for subsistence. Such a 
mode of employing individual means, therefore, 
in an early stage of society commonly tends too 
mitch ta augment the great mass of idle retainers, 
and still more idle priests. A society of this kind 
having little of arts, trades,- manufactures, and 
commerce, to form a middle class, it would be of 
BO advantage that individuals should employ 
their means upon these works with a view to a 
return in profits, in order to keep them and their 
families in that class, by means of the revenue to 
be derived from them. Under a despotic Govern- 
ment, and in a widely extended empire like that 
of India, the feeling of security in property must 
always have been too feeble to supply a sufficient 
motive for their formation with this view ; and as 
men would not form them with a view to pecuniary 
profit, they were wisely enjoined to form them 
with a view to religious profit. It should be our 
policy to prevent their decay, and encourage their 
formation ; and we may by and bye, by a better 
system of administration, make them tend to the 
'formation of a middle class, interested ii> the 
stability and welfare of our Government. 

p 2 
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Perhaps the legislature could hardly confer a 
greater blessing upon Ireland, than the formation 
of a few such great works, out of means levied 
from Absentees, in a tax upon their incomes ; and 
the revenues arising from them might be given to 
small communities, or deserving Irish families, on 
condition of their keeping them in a state of effici- 
ency. In the same manner, when the great canal 
of Languedoc was finished, the revenues of it 
were assigned to the family of the celebrated 
engineer, Riquet, who planned, and superintended 
the execution of the work under Louis the Four- 
teenth.* This would tend to relieve the great 
mass of the people of the distracted country I have 
mentioned, from their prostrate state of depend- 
ence upon priests, middle men, land proprietors, 
and lawyers. 

Where such works are as numerous as they 
are in most parts of India, and formed with a view 
to pecuniary profits as in Italy, they create almost 
of themselves a middle class of independent fami- 
lies ; and a country with a middle class so formed 
or partly so formed, might be adorned with towns 
and cities, improved by arts, and enlightened by 
science, with but little aid from the commerce and 
manufactures, the power looms and steam engines, 
to which the schools of Europe attribute the ex- 
clusive power of civilizing and unbrutifying man- 
kind. When Arthur Young saw this happy state 

* Wealth of Nations, b. v. vol. iii. chap. i. p. 97. 
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of society in Italy, where people enjoyed the 
mental and physical powers of men and women 
in theatres, and concerts, instead of ships and ma- 
nufactories, work-houses and dungeons — it seemed 
to him a phenomenon altogether inexplicable upon 
the principles of these schools. Here were towns, 
cities, and a happy form of highly civilized so- 
ciety, which invited absentees from all quarters 
of the world, and sent them into none, deriving 
scarcely any aid from manufactures or commerce, 
almost without a steam-engine or a ship ? The 
thing was no doubt demonstratively impossible^ and 
yet very sensibly true ; and no less sensibly agree- 
able to a man of taste, and good feeling.* When 
Irish absentees learn to spend £heir incomes at 
home like Italian proprietors, when the same 
great and useful works ai'e formed in Ireland, and 
give an independent claim upon the annual re- 
turns, that country, like Italy, may, with little 
aid from ships and steam-engines, invite the 
world to its enjoyments in theatres and concerts. 
Its soil is more fertile in natural powers — its cli- 
mate superior, its men surely not inferior, and its 
religion cannot be worse. If our laws are not so 
good, we should mend them ; unless we prefer 
keeping the men of Ireland like our foxes, to afford 

* See Travels in France and Italy, vol. i. p. 158. 210—219, and p. 332. 333. 
and vol. ii. p. 160. 172. 282; 283. second edition, London, 1794. Though 
the truth of existing theories was disproved by actual fact, he did not attempt to 
explain the phenomena by a new theory of his own ; and though he saw the 
cause, Arthur Young saw it obscurely. 
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an occasional day's amusement to some of our 
sporting gentlemen of the sword. 

Among the instruments of production I have 
considered canals, aquedticts, and reservoirs for 
irrigation as the most important after man himself ; 
and the most important after man himself, among 
the instruments of distribution, I conceive to be 
canals formed for navigation, in a country which 
has an extensive and fertile soil. Ships have been 
of more importance to nations and states that 
have risen to wealth and power without such a 
soil — such as Tyre, Carthage, Rhodes, Genoa, 
Venice, Pii^, Holland, &c. &c ; but their wealth 
and greatness were always precarious, because 
they depended upon employment for their rnari^ 
time instruments of distribution, and that employ- 
ment was itself precarious. The wealth and 
greatness which depend upon an extensive and 
fertile soil, upon canals and aqueducts for irriga- 
tion and navigation, and upon the enjoyments 
which can be provided by domestic instruments 
employed at home, are, or ought to be more secure 
and permanent, though for a time they may be 
less splendid and flattering. 

Where these works are formed, as they always 
ought to be formed when upon an extensive or ge- 
neral scale by the Government, it is proper that 
they should be formed <5ut of means levied from 
the people in general, but to be refunded with in- 
terest through the medium of a duty by those who 
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require to avail themselves of their use. So to 
levy the means will be to borrow from the people 
in general for the early benefit of a particular 
part, and the ultimate benefit of society in ge- 
neral ; and society will derive an immediate bene- 
fit in the honest employment of those who have 
nothing but their employment to depend upon. 

Louis XIV. by levying the means of forming 
such great works exclusively from the people 
of the parts in which they were formed, and 
by imposing the greater portion of the burthen 
upon the families and classes whose posterity 
was the least likely ever to reap any advan- 
tage from them, having no possessions but in 
their mental and physical powers,* desolated 
whole provinces which he intended to enrich ; and 
left splendid roads and magnificent canals passing 
through countries made waste and desolate by 
their formation. If such works could be made to 
yield their advantages by slow degrees as they 
are formed, it might be equitable ^d expedient 
to levy the means locally in a, duty for their use ; 
because those who contributed would be those 
only who availed themselves of their advantages ; 
but this can seldom be the case in a great road, 
and never in a great canal for navigation. That 
the expense of repairing and maintaining all such 
works should, as Doctor Smith says,t be defrayed 

* They were formed chiefly by Corv^es. 
t Wealth of Nations, vol. iii. b. v. l.i. p. 95. 



216 Outline of a New System. 

by a local tax, cannot be doubted, because the 
advantages have then begun to operate, and the 
tax is no more than the charge for their use ; but 
a tax for the repair is a very different thing from 
the tax for their formation. Quays in sea-port 
towns and on navigable rivers are either useful in- 
struments of distribution, or convenient and orna- 
mental works ; and among the people of India 
there was always an efficient motive for their form- 
ation out of means employed as revenue without 
a view to a return in profits, in the hope of pro- 
pitiating the Deity, and of securing the grateful 
recollection of society. But, as in the case of 
other useful and ornamental works formed among 
this people, there was no sufficient motive to re- 
pair and maintain them out of means employed in 
the same manner ; and no one dared to employ 
his means upon them with a view to profit, as this 
would have been encroaching upon the rights of 
the public purchased for them by the Deity from 
the first constructor. The son from a feeling of 
gratitude and filial piety might repair a great work 
on which his father's name depended ; but this feel- 
ing would not descend with sufficient strength to 
many generations ; and his posterity would be 
found more disposed to purchase seats for them- 
selves in Heaven, by the formation of new works, 
than to secure those of others by the repair of old 
ones. If they are useful, it is the duty of Govern- 
ment to repair them ; and as their merit depends 
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upon their utility, they are almost always useful ; 
but till the administration of the Marquess of 
Hastings, and the too short interval of that of Mr. 
Adam, this duty never seems to have been felt or 
understood by our Government in India.* Intent 
upon augmenting its net surplus revenue, without 
seeing, or for a moment considering, the sources 
from which it was expected to flow. Government 
never dreamed of incurring any expense for so 
useful a purpose. True to the economical systems 
of Europe, they concluded, that while such an ex^ 
penditure must reduce the amount of their net 
surplus revenue, it could be of no possible advan- 
tage to the people, because it would not be capital, 
employed with a view to a pecuniary return of 
profit. They left these works to be repaired by 
-capital, whenever the Deity might be pleased to 
send it ; but as this Deity had been accustomed 
to purchase the benefits of these works for his 
people by seats in Heaven, and not by profits on 
earth, the capital never came ; and the works re- 
mained unrepaired, no doubt to our great wonder 
and astonishment. 

The administration of the Marquess of Hastings 
and Mr. Adam in Bengal, and of Mr. Elphinstone 
at Bombay, forms quite a new aera in our Eastern 

* Mr. Elphinstone's Government at Bombay has been of the same character, 
and forms a new sra in that part of our Eastern empire ; Sir J. Bams' admi- 
niikkration of Geylon another ; and these great examples, it is to be hoped, will be 
followed. 
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rule. These great men presumed to believe and 
act upon the belief, that great and useful works 
for the advantage erf the country and the people, 
can be, and ought to be, formed and maintained 
out of the means which Government levies from 
the country and the people. The Government at 
home may for a time resist the truth of this con- 
clusion and just principle of action ; and the follies 
of the schools, and the prejudices'of Englishmen 
educated in the midst of them, may be opposed 
to it — ^but its progress will be inevitable. Such 
an improvement in our system may, it is true, be 
too long deferred — we may continue too long to 
leave the great and useful works with which we 
found the country benefited and adorned, go 
neglected to decay ; but our posterity will see our 
folly, and act upon different principles. " Who* 

* ever can transform the most consumable com- 
' modities of a country into the most durable and 
^ most beneficial works makes a high improves 
' ment. If meat and drink, which are of all things 

* the most consumable, can be turned into har- 

* hours, high roads, canals, and public buildings, 
' is not the improvement inexpressible ? This 

* is in the power of every statesman to accomplii^h 

* who has subsistence at his disposal."* ;Yet 
how long have we had at our disposal the subsist- 
ence of twenty millions of souls, not only without 
being able to form such useful works ourselves, 

* Sir James Steuart, b. ii. chap. xxx. 
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but without being able to repair and maintain 
them when formed by others. Never in any na- 
tion under Heaven has there been so much in the 
power of enlightened statesmen to do ; and never, 
pei^haps, in any nation under Heaven, have en- 
lightened statesmen done less ! 

Men who have nothing but their mental and 
physical powers to depend upon for their subsist- 
ence, will necessarily be most attached to that 
Government, which gives them most employment* 
in India at preseirt nine men in ten, or perhaps 
ninety-nine in a hundred, have nothing but these 
powers to depend upon ; and it is unhappily the 
necessary effect of our system, to diminish the 
employment for these powers wherever our rule 
extends. Those who have nothing else to depend 
upon cannot surely ^be supposed to be much at- 
tached to a Government that refuses to employ 
their mental and physical powers in honest and 
usefdl purposes, and drives them to robbery, beg- 
gary, or starvation. The policy of enlightened 
statesmen, in such a state of society, even sup- 
posing that they were so selfish as to disregard 
altogether the happiness and welfare of the people 
governed, would be to form out of this great mass, 
a middle class, of families that should feel a deep 
interest in the stability of their dominion, by the 
creation of property depending entirely ibr its -se- 
curity upon that stability. The great and useful 
works encouraged under native Governments, 
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though they were not valuable in exchange, and 
yielded no returns of pecuniary profit to those by 
whom they were formed, were always valuable 
in esteem ; and always yielded a return to them 
in the feeling of assurance that they had secured 
the gratitude and respect of society, and the ap- 
probation of the Deity. People revered the Go- 
vernments that maintained and repaired these 
great and useful works for their benefit, and 
caused the title of those by whom they were 
formed, and that of their posterity to be respected. 
Though people were not attached to their Grovem- 
ment by views of pecuniary interest in the works 
it protected, they were attached to it, through 
their means, by some of the strongest feelings of 
the human heart. We have severed this link 
which united the Government to the people ; and, 
having provided no other, we have ignorantly or 
wantonly brought on a separation. It is urged by 
some well-informed men, that we are forming a 
very useful link in our Indian public debt ; and 
however paradoxical this may seem, it is no doubt 
true to a certain extent. In the absence of all 
better links, this has its advantages ; but unfor- 
tunately the advantages of this link are very local 
and very confined, while [its disadvantages are 
very general. » 

This debt gives a feeling of pecuniary interest 
in the stability of our Government to certain num- 
bers of individuals situated in a certain part of our 
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dominions ; but it at the same time gives to all 
the people in every other part of our dominions a 
feeling of interest proportionably strong in its 
downfal. Where is the interest of that great debt 
to come from, but the net surplus revenue, which 
we exact in rackrents from the districts of the 
interior to have consumed about the capital of 
India or sent to Europe. What was it that made 
the old Government of France so intolerable to 
the people ? not the vices or the tyranny of the 
sovereign, for he was an amiable prince — not the 
Bastile, for few of the people had the privilege of 
a seat in it — but it was the burthen which the 
overgrown city of Paris had become to all the 
distant provinces, drawing all their resources in 
the services of men and the produce of their in- 
dustry, as tribute in public taxes and private in- 
comes, and leaving them in nakedness and misery, 
without private property to give them a feeling of 
interest in the stability of the government, and 
without a public work either ornamental, agree- 
able, or useful to them, to give them a feeling of 
respect or reverence for it. But how many of the 
middle and higher ranks of that great city felt 
a deep interest, as far as rank and property 
could give it, in the stability of the Government ; 
and yet Paris, instead of defending it, kindled the 
flame in which it was consumed. In the late 
struggle, when our very existence in India was 
supposed to have been threatened, did any one see 



s 



222 Outline of a New System. 

much anxiety for our success manifested in Cal- 
cutta, even among ouj: native public creditors ? 

But even supposing that the native contributors 
to our loans should feel a pecuniary interest in the 
stability of out Government, how little would that 
feeling avail us in any great struggle for our domi- 
nion, when millions of brave men, to whom we 
have offered the hard alternative of robbery, beg- 
gery, or starvation, are flocking round the stand- 
ards of the invaders in the North and West, with 
all the real resources of the coimtry at their dis^- 
posal. They will not require to purchase what 
they can take freely ; and without the necessity 
to purchase, they will not require loans. We may 
place our armies, navies^ and other public establish- 
ments at the command of paper holders and bankers 
^t seems an evil inherent in our constitution ; but 
the time may come when they will have it in their 
power to retard the movements and destroy the 
efficiency of our own armies, without being able to 
offer any impediment to those of the enemy. As 
tending to form a middle class in society by the cie- 
ation of property even in paper, the debt has its ad- 
vantages, but these advantages are local and con- 
fined ; and while they are so confined, it must be 
found a great evil to all the other parts of the country 
from which the interest must flow in a perpetual 
stream of tribute.* I should be glad to see a public 

* I have, I think, heard Mr. James Cullen, of the firm of Cruthenden, Ma- 
killop, and Co. declare that he thought our Indian debt one of the most sob- 
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debt contracted in every district of India, provided 
I could feel assured, that the amount of the loan 
would be spent in the formation of works useful 
to the people, and that the interest of the debt 
should be permanently enjoyed by people residing 
in these districts. This would be employing their 
means mediately through the Grovernment, in the 
formation of great and useful works ; and return- 
ing to thesie through the same medium the means 
laid out, with a profit, by a duty for the use of 
die works. But when we see enormous loans 
contracted and a stream of tribute perpetually 
flowing, and continually increasing, for the pay- 
ment of the interest, without one vestige of a 
great and useful work formed out of the means 
taken, who can feel that assurance ?* 

Every statesman must see, or ought to see, the 
necessity of a middle class in society, interested 
in the stability of Government ; and every states- 
man has the power to form one^ when he has the 
resources of a whole countiy at his disposal. W€J 
abhor the character of Henry I. of England, as 
a brother, but as a sovereign we must recognize in 



stantial guarantaes of our dominion in the <iottntry. I esteem his opinions and 
feelings upon all subjects connected with the commercial interests of India above 
thtose ot aiiy other man 1 know ; and should be disposed to agree with him in 
thiscoticlusion, did 1 think our "pafeT so widely disseminated in the countiy as he 
does. But of this hereafter. 

* lliis stream of tribute will be considered hereafter. England is ignorant of 
what she has derived, is deriving, and may derive from India. 
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him the first enlightened statesman that ever filled 
the English throne. When he seized the treasure 
and assumed the throne, on the sudden death of 
his brother Rufus, his elder brother and rightful 
sovereign, Robert, was absent in the holy wars. 
Henry knew that he was the most popular soldier 
in Europe, and leading armies in the most popular 
cause, while the great mass of the people were with- 
out property, and seeking employment for their 
courage and their swords in the service of every 
bold adventurer. He saw that, without an imme- 
diate change in the system of society, his brother's 
standard displayed in any corner of England would 
cause his usurped power to disappear ''like the 
*' baseless fabric of a vision." His only hope re- 
posed in a change of the state of society; but he 
knew, that the slow progress of arts, trades, ma- 
nufactures, and commerce, could not effect it in 
time — could not, by the creation of property, pro- 
duce that feeling of interest in the stability of his 
power, which he required immediately. His sa- 
gacity, however, pointed out the means of effect- 
ing an immediate change by the formation of 
ecclesiastical establishments ; and abbies, prio- 
ries, monasteries, &c. &c. depending for their very 
existence upon the stability of his power, rose as 
it were by enchantment in every corner of his do- 
minions. One hundred and fifty of these religi- 
ous foundations were raised by him, gave honest 
employment to tens of thousands, and property 
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and hopes to thousands. Five new orders were 
introduced into the country, Knights-Hospitallers, 
Augustine Canons, Cistercians, Canons of the 
Holy Sepulchre, and the Monks of Grandmont; 
and amidst a formidable host, of priests, and a 
rabble actively employed, the most popular soldier 
in Europe returned from the Holy wars unnoticed; 
and lived more than twenty years neglected and 
forgotten, a prisoner in the country of which he 
was the rightful sovereign. The middle class 
which Henry's policy, and not his religion, formed, 
was the best which circumstances permitted for 
an immediate purpose ; and the property and ex- 
istence of almost every member of that class de- 
pended upon the stability of his power. 

We have in. India better and more manageable 
materials for the purpose at our disposal, and we 
are much less pressed for time ; and it must be 
sufficiently manifest, that without such a middle 
class raised by the creation of property in some 
shape or oth^r, the stability of our power must 
always be extremely precarious — the spirit of a 
bold adventurer, or the wild dream pf a fanatic 
may, at any time, shake it to its foundation. The 
materials of a tempest are always gathering and 
moving around us ; but &o much are we occupied 
in the great unwieldy plaything/ of a regulation 
code, like Justinian and his lawyers, that the ge- 
nius will appear to direct them to our destruction, 
before we shall be sensible of their existence. Of 
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all the barriers that the genius of man ever in- 
vented or conceived, to separate the governing 
from the governed, this enormous pile of regula- 
tions is, perhaps, in its operation, the most efficient; 
and I believe there is hardly any gentleman in 
the civil service of Bengal, of any sense and feel- 
ing, who has been employed to carry these regu- 
lations into effect, who does not consider them in 
this light — ^who does not feel, that they have sur- 
rounded him with a host of knaves and myrmidons, 
against whose inroads he finds all his attempts to 
defend the people unavailing. The great end and 
object of jurisprudence is the security of person 
and property ; but we seem to love laws for their 
own sake, as misers love their money; and where- 
ever we go they become one of our staple mami'- 
factures. It is one of our great playthings, and, 
as the parent country, being amused by an incom- 
prehensible and uninterpretable code, we fancy 
that every other country must find a source of 
amusement in the same thing ; and we lose sight of 
the very simple end, in the extreme conplexity of 
the means. While Justinian and his attomies 
were gravely discussing the merits of their, great 
code for the government of the empire, they quite 
forgot that they had no longer an empire to govern; 
and that . the barbarians, who had just as great a 
taste for swords and standards as they had for 
quills and paper, were amusing themselveis by the 
annihilation of all the persons and property which 
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these laws were to defend. India will have its 
Justinians too long. 

To the great body of the people of India, and to 
European gentlemen of the civil service generally, 
our regulation code and our system of English 
laws appear an intolerable evil ; and I believe that 
there is hardly any part of India, where the peo- 
ple would not rather be exposed to a periodical 
inroad of Pindarics, than to the perpetual presence 
of a regulation court, or any court in which Eng- 
lish laws are administered and English attornies 
employed. I will venture to assert, without fear 
of contradiction by any man who knows India, 
that if there is any comer of our immense domi- 
nions in which our character is beloved, and our 
administration popular, it is where we have go- 
verned without this code, and consequently with- 
out the host of myrmidons'' indispensably neces- 
sary to its introduction. We often hear of the 
blessings of English law; but I believe the attempt 
to introduce our English code under the bayonets 
of our soldiers (and in no other way can we do it), 
by men hardened in its iniquities, and bigoted to 
its forms and practices, would be one of the great- 
est evils that the Almighty in his awful dispens- 
ations could inflict upon the people of India. 

Ships are extremely useful instruments of dis- 
tribution, as well between different nations as 
between the different parts of the same nation. 
They are an important part of the national stock ; 

q2 
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and it is the interest of every nation to possess, in 
its own property, as great a portion as possible of 
the jnumber it requires to employ. It is of ad- • 
vantage to a nation, to possess the ships it requires 
to convey its owrn produce to distant nations, and 
to bring back theirs in return ; and it is of ad- 
van|;age to a nation, to possess some of those which 
are employed in distributing things between dis- 
tant colonies and distant nations. A part of the 
enjoyments, or materials of enjoyment, distributed 
by them, or the value of that part, is taken in 
freight, as the charge for distribution ; and of this 
portion, a part only is required to maintain the 
instruments abroad. The rest is brought to the 
nation that owns the ships ; and through healthy 
and invigorating channels, is distributed among 
the people. It adds to the population, wealth and 
strength of the people — to public industry, energy, 
and enterprise ; and the possession of the ships in 
which it is conducted is, perhaps, the greatest 
advantage that any nation derives from the pur- 
suit of external commerce. 

England is not so much indebted to her funds, 
or sources of wealth and material enjoyments, fw 
the proud pre-eminence she has attained in the 
scale of civilized nations, as she is to the number 
and efficiency of her instruments of production, 
preparation, and .distribution. In the extent and 
the natural fertility of her funds, she is and has 
been inferior to many surrounding nations, and* in 
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the number of her rational instruments available 
for industry, she is and has been no less inferior ; 
but the deficiency in the number of these, and in 
the extent and fertility of her funds, has been more 
than counterbalanced, by the superior efficiency 
of our rational instruments, and the greater number 
and powers of our inanimate instruments. Among 
all her inanimate instruments, none have con- 
tributed so much to her wealth, strength, and in- 
dependence as her ships— the ships in which she 
nursed those seamen, on whom she so ungenerously 
threw the whole burthen of her defence, while 
she denied to them the just wages of their labour. 
The voice of a Nathan was not heard in her 
senate ; but the day of retribution came in our 
struggle with America, and what we refused from 
principles of common justice and humanity, we 
gave from necessity. 

Any cause that shall tend to reduce the number 
and efficiency of these instruments, can hardly 
fail to.be prejudicial .to the substantial; interests of 
the nation* The great object of our navigation 
laws, which were founded not in justice but ex- 
pediency, was the maintenance and augmentation 
of our commercial navy; and the same object is 
still kept in view by the legislature. " All inter- 
" course between the mother country and her 
" colonies, whether direct or circuitous, and all 
" intercourse of the colonies with each other, will 
" be considered as a coasting trade, to be reserved 
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** entirely and absolutely to ourselves *;" and we 
can as little doubt the policy and expediency of 
the measure, as the practical good sense, and 
liberal feelings of Mr. Huskisson. Doctor Smith 
has very justly observed, that " national animosity, 
" in the navigation act, aimed at the very same 
^* object, which the most deliberate wisdom would 
" have recommended, — the diminution of the naval 
" power of Holland, the only naval power which 
** could endanger the naval power of England." f 
Economists may talk of capital moving from one 
employment to another ; but when England trans- 
fers the formation and maintenance of her com- 
mercial navy to other countries, she may, no 
doubt, convert her seamen into cotton spinners, 
and her ship-carpenters into fancy-dress makers ; 
but she will, probably, at the same time, convert 
a great and independent nation into a poor and 
tributary province. 

Many states have risen to wealth and power by 
means of their ships alone. The Phoenicians, 
Carthaginians, Rhodians, Genoese, Pisans, Vene- 
tians, Dutch, all rose by the formation and main- 
tenance of their naval instruments ; and without 
detracting from the merits of our army, we may 
venture to ascribe much of the rise and progress 
of England to the same cause. Our commercial 
navy is the nursery of our martial navy, as agri- 

* Huskisson's speech in Parliament, March 21, 1825. 
t Wealth of Nations, vol. ii. b. iv. ch. ii. p. 192. 
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culture is the nursery of our armies ; and if we 
require a martial navy, we should encourage the 
domestic formation and maintenance of the ships 
we employ in our commerce for its support, with 
as much care as we should encourage domestic 
agriculture for the support of our armies. That 
portion of the wealth and power of a nation which 
is derived from the profitable employment of its 
ships, must, of course, sooner or later go to decay. 
When it ceases to find that employment, it will 
cease to form and maintain them; and the prin- 
ciple of free competition would, I fear, soon de- 
prive England of all the advantages which she 
derives from the possession of hers. To reserve 
entirely and absolutely to ourselves, as far as may 
be in our power, all intercourse between the 
mother country and her colonies, and between 
the colonies themselves is botli just and expedient 
in the legislature of England.* 

The great power of Holland depended upon the 
profitable employment it found for its shipping ; 
so did that of Venice. The navigation of the Cape 
destroyed the one ; and the navigation act and 
Indian conquests of England, added to the com- 
mercial spirit and growing Indian possessions 
of France, destroyed the other. Louis the Four- 
teenth attempted to destroy the naval power of 
Holland by invading and desolating the country^ 

* As far as this regards our Eastern empire, the subject will be found more 
fully noticed in a subsequent book. 
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as he invaded and desolated the Palatinates of 
the Rhine ; and had he not happily preferred the 
advice of an interested secretary to that of the 
two greatest generals of their age, Cond^ and 
Tiirenne, he would have succeeded ; and the Dutch 
as a nation might now have been found only in 
their distant colony of Java. His bounty, upon 
ship-building and other encouragements tO: com- 
merce were more successful * ; and with the rise 
an(l progress of the commercial navies of France 
and England, that of Holland decayed. 

Nations of small territorial extent must always 
depend for a portion of that power which exalts 
them above other nations that have more, upon 
the number and efficiency of their instruments of 
preparation in manufactures, or of distribution in 
commerce; and the power which depends upon 
them must be always more or less precarious. 
The exclusive advantages by which it is secured 
disappear ; and with them the profits, and the em- 
ployment of the instruments. These instruments 
may in part be converted to other purposes, but 
these purposes will not support, i the power. The 
merchants and ship-owners of Rhodei^> to. abolish 
a litde custom-house at Byzantium, could rouse 
all the states of Greece, and the sovereigns of 
Egypt and Macedon to a general war, and dictate 
the terms of the peace in which it concluded. f 

* Siecle de Louis XIV., ch.z. and xxix. 
t Polybius, General History, lifo.iv. 1. 5. 
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The sovereigns of the commercial city of Palmyra 
could aim at the conquest of the worid, and sub- 
due a good part of it. Carthage aimed at the con- 
quest of the world ; and, but for a few accidents, 
we might now be studying in our colleges the 
languages, laws^and institutions of the Carthagi- 
nians, instead of those of the Romans. Pisa rose 
upon. the employment of her commercial navy to 
the possession^ of Sardinia, Corsica, and Elba, 
sources from which she was enriched and Em- 
bellished. Genoa rose, upon the employment of 
hers, to the conquest of Corsica, and the acquisi- 
tion: of valuable settlements in the Dardanelles 
and Black Sea * ; and could send out in a single 
arffiament, from her martial navy, above one hun- 
dred and fifty ship», manned by above forty 
thousand men f; but one na¥al defeat :|; deprived 
her of her commerce and her power, and reduced 
her-to a state of insignificance from which she 
mever recovered. Venice, ' with scarcely any 
territory at all, could become the most powerful 
s^;ate in Europe ; - Holland subsequently could 
surpass even her; and England has surpassed 
them all: but Aer power, like theirs, must 
pass away, unless sustained by the resources of 
her Eastern dominions, too long and too nuich 
neglected. The follies and absurdities of the 

* A.D. 1261. By assisting the Greeks in recovering Constantinople from 
the Latins. 
t A.D. 1293. t A.D. 1380. 
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schools of political economy have made people 
blind, not only to the wealth and power which 
England may derive from these dominions, but to 
those which it actually has derived, and ' is con- 
tinually deriving; but this will be considered 
fully in the second and third books of this work. 

Money may very properly be considered as an 
instrument of distribution. By its means all the 
different kinds of rational stock are exchanged for 
each other, and their distribution facilitated in the 
different stages of their progress. As an instru- 
ment of distribution, money must be considered a 
part not of the floating y but of the^^re^?, capital of a 
nation : and whether it can be so considered con- 
sistently with the definition of Doctor Smith, ^ a 
matter of no importance ; because it can be so, 
consistently with the general spirit of his reason- 
ing. He defines the cha^^acteristic of fixed ca- 
pital to be, that it affords its profits without 
changing masters ; and that of floating capital to 
be, that it affords its profits only by changing 
masters.* According to this definition, money 
could not be considered to form a part of the fixed 
capital, because it affords its profits and ad- 
vantages by changing masters ; but in all other 
respects. Doctor Smith says, it bears a greater 
analogy to fixed capital.! 

1st, Because it is an instrument that makes no 

* Wealth of Nations, vol* i. b. ii. chap. i. p. 416 and 417. 
t Ibid, vol.i. b.ii. chap.ii. p. 428. and 433. 
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part of the net revenue ; and like all other instru- 
ments, is provided at the expense of the net re- 
venue or enjoyments of the society. 

2nd, It forms no part of the gross, or net reve- 
nue of the society ; that is, it neither flows into the 
great reservoir as an annual return for consump- 
tion, . nor is it taken out for consumption, like the 
different portions of floating capital . 

3rd, Every saving in the expense of collecting 
and maintaining it, that does not diminish its 
powers and efl5ciency, improves the net revenue ; 
that is, it saves the application of one instrument 
to the provision of another, and leaves it available 
to yield or produce net revenue or enjoyment. 

If I have interpreted Doctor Smith correctly, 
money, as the circulating medium and an instru- 
ment of distribution, ought to be included in the 
fixed capital of a nation ; and is not so included, 
merely because it does not precisely correspond 
with an 'arbitrary definition. I shall consider 
money, as the circulating medium, to be an in- 
strument of distribution ; and, consequently, as a 
part of ihejixed stock of the society. 

A nation that has no mines of the precious 
metals must purchase what it requires of them 
from other countries, in exchange for what it can 
supply — for the instruments by which enjoyments 
are imparted or supplied, or for the enjoyments or 
materials of enjoyments supplied by them.* One 

* Since the holy wars, nations hate seldom sold their funds or 
selves for gold and silver. 
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nation may purchase gold and silver in exchange 
for men, or rational mstruments, sold permanently 
as in Africa and Madagascar-or lent temporarily, 
as in Ireland. Another nation may purchase 
them in exchange for brute instruments in horses 
or bullocks — another may obtain them in exchange 
for inanimate instruments in ships, coaches, and 
steam-engines; while all three may purchase 
them in exchange for enjoyments or the materials 
of enjoyments supplied by the domestic employ- 
ment of these instruments, as England has, for the 
most part, hitherto done — though, like Africa, she 
seems now disposed to sell to other nations for 
almost nothing, the most efficient rational instru- 
ments that the world has ever produced ! But in 
all these cases there is supposed to be a sacrifice 
of net revenue or enjoyment, because we might 
have enjoyed as net revenue the things we gave — 
or what these things could have provided for us at 
home, or what they could have purchased for us 
abroad : but the money. they purchase for us, as 
an instrument of circulation, we cannot enjoy ; nor 
has it any active powers to produce for us enjoy- 
ments. Paper of the same value has the same 
powers, as aij instrument of circulation or distri- 
bution, but neither of them has any active capa- 
city to assist our labours. If, therefore, we could 
obtain an instrument equally efficient for the pur- 
pose without paying anything in exchange, we 
should have so many more instruments available 
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in the production of enjoyments; or so many 
more enjoyments available for our use. 

If the mines of the precious metals be in the 
country, we still purchase the specie we require 
from them by the same or nearly the same sacri- 
fices. What we give to the miners is no doubt 
net revenue or enjoyment to them, and they being 
a part of the society, it is net revenue to the so- 
ciety, but their labour thus employed neither 
gives nor imparts either net revenue or enjoyment. 
They might have been employed for our immediate 
enjoyment in our gardens or pleasure-grounds, or 
in providing us with things for enjoyment; but 
the money, in the supply of which they are em- 
ployed, is neither in itself capable of enjoymentjUor 
as money, is it in itself enjoyment, nor has it in 
itself any active powers to aid in the production 
of enjoyments. It is, therefore, provided by a 
sacrifice of net revenue or enjoyment; but the 
society, in providing it, sacrifices only once to the 
full amount of the value of the money it purchases 
from other countries, or produces at home. It is 
common enough to suppose, that with what we 
give to other countries in exchange for the specie 
we require from them, we might have purchased 
from iixQUi capital ;* but we could no more have 
purchased capital with what we give for our gold 
and silver, than with what we give for our wine, 

* Wealth of Nations^ vol. i. b/ii. 1.2. p. 428. M. Say's Principles, b. i. 
chap. xzii. 
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our tea, and our sugar, which are all capital till 
they reach the possession of the consumers. The 
kings and chiefs of Africa and Madagascar might, 
no doubt, have purchased steam-engines in ex- 
change for their men, in lieu of trmkets, ardent 
spirits, opium, &c. &c. ; and we might purchase 
men instead of wine from France in exchange for 
our steam-engines. But the kings of Africa and 
Madagascar might make playthings out of our 
steam-engines, and we might make dancing and 
fencing masters out of our Frenchmen, when they 
would be no longer capital to the nations. What- 
ever we purchase from, or sell to, other nations, 
must necessarily be capital till it reaches its ulti- 
mate destination, the possession of the consumer ; 
and what we give for our money would not ne- 
cessarily provide us with a more enriching instru- 
ment than what we give for our wine. What we 
purchase for an instrument of circulation in specie, 
will retain its powers as an instrument for centu- 
ries ; and the only annual sacrifice we make is in 
repairing the loss, wear, and tear. 

It might be useful to the science of political 
economy to consider the currency of a country, 
as a sign or expression of demand. In the pro- 
gress of society when one commodity ceases to be 
bartered for another, and all purchases, or nearly 
all purchases, are made with money ; money seems 
to be to demand, what language is to ideas and 
feelings. Ideas and feelings may exist without 
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words, but without words they cannot be ex- 
pressed ; and demand may exist without money, 
but without money it cannot be expressed or com- 
municated to those who are to supply. Some 
men communicate their ideas in ciphers and sym- 
bols, which are conventional signs ; and some men 
in society communicate or express their demand 
by the same conventional signs, without the ac- 
tual use of money : but, generally, the demand is 
expressed by money, as ideas are expressed by 
the words of a common language. I may desire 
to sell my horse, and purchase another man's ox — 
he may desire to purchase the cow of a man, who 
desires to purchase my horse — we do not barter 
these animals — the man of the <Jow expresses his 
demand for my horse in a sum of money, by 
which I express my demand for the ox ; and the 
man of the ox expresses his demand for the cow 
by the same precise sum of money, acting as an 
instrument of circulation or distribution. 

The man who has so much money in his pocket, 
as currency, has so much effectual demand for the 
services of men and the produce of their industry. 
He must have the means to purchase to the extent 
of his money, and if he has not the desire also, his 
money has ceased for the time to be currency — 
it is for the time hoarded and not in circulation. 
If the miser reserve his money for his enjoyment, 
it is his plaything, and he withdraws it from cir- 
culation as much as the man who converts it into 
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plate for his table ; and the plate we use upon 
our tables is no longer demand or the expression 
of demand. If a man reserve and accumulate 
money with a. view to lend it out at interest, it is, 
while so reserved, withdrawn frcwn circulation, and 
can no longer express demand ; but if he ha$ it 
as currency, or an instrument of circulation, he 
has neither advantage nor enjoyment in keeping 
it — its utility to him as such an instrument con* 
sists entirely in its capacity to purchase for him 
what he requires for his qse. For this purpose^ 
therefore, he must desire to use it ; and as money 
is always, the means, of purchasing, for use or en- 
joyment, the services of men or the produce of 
their, industry, the man who has it as an injstru- 
ment of circulation, must, at one and the same 
time, have the desire < and the means -r- he has, 
therefore, so much effectual demand for the ser- 
vices of i men,, and the produce of their industry. 
The money of every society must, of course, often 
pass from hand to hand without expressing ^ch 
demand, or making such purchases. The farmer 
pays his landlord his rents^ the priest his tithes, 
the collector his taxes, the parish oflS^cer his poor 
ratesi the banker his interest, &c. &c., and they 
again ;pay aU .that have claims secured upon them 
directly or indirectly. These, and all such like 
payments are made. i without actual purchases; 
and, . conseqoienitly, whiout ^y expression of 
demand ; but ther money %o paid must very, soon 
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reappear in its proper character, as the expressicm 
of demand for the services of men and the produce 
of their industry. These intermediate payments go 
of course for nothing in the number of exchanges 
— they are mere pirouettes in the great dance of 
circulation. 

We may venture to assume, that every man 
who has so much money, as an instrument of oir^ 
culation, has so much demand for the produce and 
services of men ; and that the whole annual de- 
mand of society must be equal to the whole 
amount of this instrument employed in the society, 
multiplied by the number of times which it is 
made to exchange for them. The whole df the 
currency in use as such an instrument, is the expres- 
sion of a demand for as much of produce and services 
as can be got in exchange for it at one time ; and 
if that demand be repeated ten times within, the 
year for diflFerent portions of service and produce, 
it will, within the year, express a demand for pro* 
duce and service to ten times the amount of its 
own value. The demand will be at least ten times 
the amount of the actual currency. It may be 
more, because demand may, as I have stated, be 
expressed by conventional signs in numerous cases, 
as it is every day, particularly in manufacturing and 
commercial nations; where men of credit, who 
have the desire to purchase, find the means in the 
mere signature of their name. An increased demand 
may be expressed either by an increased number 

R 
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of exchanges ; or by an increased quantity of cur- 
rency. 

Mr. Hume and M. de Montesquieu* considered 
the money of a country, whether in paper or 
specie, as the representative of all the commodi- 
ties and all the labour to be exchanged for it. In- 
crease the commodities and labour compared with 
the money, and the former become cheaper ; de- 
crease them, and they become dearer. Increase 
the money compared with commodities, the latter 
become dearer ; decrease it, and they become 
cheaper. Against the truth of this theory, so 
very inviting from its simplicity. Sir James 
Stuart argues very elaborately; but without 
very clearly perceiving the fallacy which it in- 
volves.f It is not all the money, as here assumed, 
that represents either all the services and produce, 
or the demand for them, but that part of the 
money only which is actually in circulation as an 
instrument. That which is hoarded and inactive, 
whether in the coffers of the state or the chests of 
individuals, is the means without the will to pur- 
chase the services of men or the produce of their 
industry ; and cannot, therefore, be demand for 
them. J The money actually serving in the func- 
tions of an instrument of circulation, is the means 



* £sprit des Lois, Liv. 22. c. 7. 
t See Sir James Stuait's Works, b. ii. c. 28. 

X " Every stop the guinea makes in its course, marks a want of desire to 
consume in him who possesses it for the time." Sir James Stuart, b. ii. c. 27. 
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with the will ; and therefore demand. Sir James 
very properly denies the truth of the conclusion, 
taking the term ^ money' as an universal ^ upon the 
grounds, that money may be and often is hoarded 
and inactive ; but if he had merely limited the 
' general term money, and made it a particular, 
expressing only that portion actually in use as an 
instrument of circulation, the conclusion would 
have appeared to him just ; and precisely conso- 
nant to his own views of the case.* Montesquieu, 
however, made no allowance for the number of 
exchanges or rapidity of circulation. He consi- 
dered one exchange only to be made ; and conse- 
quently, the whole of the money to be equal to 
the value of the whole of the labour and produce 
to be exchanged for it. " Quelques 6crivains 
*^ d'6conomie politique frapp^s de cette premiere 
" ^galit6, se sont figures que la valeur du nume- 
" raire en circulation devait 6tre ^gale k la valeur 
" des choses vendues, oubliant qu'un 6cu change 
** dix et vingt fois de maitre pour une fois que la 
** marchandise est vendue. f 

Where the money of a country is composed al- 
together of specie, and where, consequently, there 
are no banking establishments, what money one 
man receives to represent his demand, another man 

* M. Say also argues against the conclusion, upon the ground, that the money 
is not equal to the service and produce exchanged for it — but he was evidently 
not at all master of this part of his subject. Principes, b. i. c. 21. 

t Nottveaux Principes, Liv. 5. c. 2. M. de Sismomdi. 

e2 
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loses, except in the case of money received as tri- 
bute from other countries, in public or private in- 
comes. The quantity of money remains the same; 
and, provided the number of exchanges continues to 
be the same, the demand is the same ; and if the 
services and produce to be exchanged for money 
remain the same, their price is the same. But the 
demand may increase while the quantity of money 
remains the same, and may represent itself by an 
increased rapidity of circulation, that is, by an in- 
creased number of exchanges within the same 
time^ and till the supply of things should be in- 
creased in the same proportion, their price would 
be augmented. The increased price of things in 
that particular seat relatively to that of things in 
the surrounding seats, would be the n;ieans of a 
drain of currency from it ; and the increased ra- 
pidity would be in some measure counterbalanced 
by a diminished quantity ; and through the me- 
dium of this drain^ and that of an augmented sup- 
ply of things, prices would be restored to their 
natural state. 

The currency which is sent to another country 
is, for the time, so much of demand for the ser- 
vices of men and the produce of their industry, 
taken from this and given to another ; provided it 
be taken from the actual circulation of one, and 
added to the actual circulation of another country. 
The hoarded treasures of Solomon, sent to swell 
the hoarded masses of princes arid priests in India, 
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were neither demand taken from one country nor 
given to another ; the hoarded treasures of Athens, 
spent suddenly in the prosecution of the war in 
distant countries, were so much of demand given 
to them, but not taken from her — the hoarded 
treasures of the great Frederic and his father, 
spent within his own dominions, were so much of 
demand raised from the grave, to animate the in- 
dustry and rouse the energies of the nation. 

The currency taken from a country may be re- 
placed by paper, by the plate and bullion of that 
• country, or by an influx from other countries ; and 
when it is so replaced, the demand she has sent 
out is restored to her. But there may for a long 
time be a great influx of the precious metals with- 
out much increasing the internal demand for pro- 
duce, because they may be absorbed by the state 
and by individuals to the full extent in which the 
influx exceeds the efflux. They were so absorbed 
for above two thousand years in India^ during 
which time it received from the West nothing but 
gold and silver in exchange for all the luxuries it 
supplied. These metals were exchanged once for 
the services of men and the produce of their indus- 
try on coming into the country, or perhaps twice, 
when they passed into the coffers of princes, or 
the temples of the Gods, and ceased to be used 
as an instrument of circulation. Though a very 
useless, the temples were always a very secure 
place of deposit, amidst their intestine wars ; be- 
cause the belligerent powers were always of 
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same religion before the Mahommudun invasion ; 
and the temples were always secure in their feelings 
of veneration. By the Mahommuduns these 
treasures were drawn forth, and were at Once the 
cause of their invasion and the support of their do- 
minion ; and though they were not the cause of 
our invasion, they have been the cause of our suc- 
cess.* From the moment that they were drawn 
forth by the Mahommuduns, and employed in 
purchasing the services of men and the produce of 
their industry, the historians of India describe, 
without any conception of the great cause, the as- 
pect of the country as changing, as it were, by 
enchantment ; while they execrate the tyrant, 
under whom the change commenced, as the 
greatest monster that ever filled a throne.f 

As I have stated above, while the currency of a 
country is purely metallic, one individual is for 
the time deprived of the means with which an- 
other individual is furnished, and the aggregate 
means remain the same. The capitalist who to 
day receives a hundred thousand pounds from one 
set of debtors, in liquidation of the sums he had 
advanced, deprives them for the time of the means 
of demand to that extent ; but he gives the means 
of demand to that amount to another set, to whom 

* With our system of war, which prevents men from plundering, we could not 
have moved our armies a single march into the countiy without the money. 

* Alaad Deen the first, who, as governor of a province invaded southern 
India, plundered the temples for the first time, and ascended the throne of Delhi 
by the aid oT his enormous booty. 
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he may lend it to-morrow — the demand is the 
same, though represented in the hands of a differ- 
ent set of people ; and, perhaps, for a different set 
of services and produce — left in the hands of the 
first, the money might have purchased com and 
timber, and the services of ploughmen and carpen- 
ters ; in the hands of the second it may purchase 
diamonds, silk, and lace, and the services of 
players and musicians^ — all are equally useful if 
they contribute equally to the general good of so- 
ciety. But there is an interval between the re- 
ceiving from one set of debtors and the lending to 
another, in which the operation of the means of 
demand is suspended, and the stagnation in the 
demand must be in proportion to the duration of 
the interval, and the magnitude of the amount so 
withdrawn from circulation. 

The case is very different in countries where paper 
circulates as currency, and the banking system ob- 
tains. The banker who advances, in a new issue of 
his paper, a hundred thousand pounds to a set of 
debtors, in loans, or in discounts (which are often 
nothing more than loans), draws from a set of cre- 
ditors or debtors only the amount of his cash de- 
posit, of perhaps one fourth, or twenty five thou- 
sand. This he has withdrawn from circulation, 
and may for a time absorb : but he has sent into 
circulation one hundred thousand ; and has, con- 
sequently, added seventy-five thousand pounds to 
the currency of the county ; and, in b11 probability 



1 
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a good deal more to the demand ; for the whdle 
demand is equal to the whole currency multiplied 
by the number of exchanges ; and the demand he 
adds by this issue may be equal or nearly equal 
to seventy-five thousand multiplied by the same 
number of exchanges. If the paper be good, 
every man who holds it must hdid the means of 
purchasing the services of men and the produce 
of their industry to that extent ; and he must, at 
the same time, have the desire to purchase, be- 
cause it can be of no use to him for any other 
purpose. It must, therefore, be so much added 
to the demand. If the paper be good, it must be 
as good as the money in specie which it represents, 
or whose denomination it bears — no man, there- 
fore, offers it in exchange for money. It is offered 
in exchange for services and produce ; and the 
demand for services and produce is increased to 
the extent in which the issue exceeds the cash 
deposit, if not to that extent multiplied by the 
number of exchanges it makes. 

The opening of every new bank must thus be 
an addition to the currency, and to the demand 
for the services of men and the produce of their 
industry; and the failure of every bank must, 
upon the same. principle, be a diminution of the 
currency and of the demand, to the extent of the 
amount of its paper in circulation at the time of 
£ulure ; if not to that amount multiplied by the 
number of exchanges it had made within the year. 
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Men who hold this paper at the time and after the 
failure^ have the desire to purchase with it, but it 
is to them no longer the means — men will no 
longer give either their services or the produce of 
their industry for it. With the opening of every 
new bank, and with, every increase in the issues of 
those already established, prices must jncrease 
through the medium of increased demand; and 
with the failure of every bank, prices must de- 
crease through the medium of a diminished de- 
mand. The establishment of banks has no doubt 
been: extremely useful to England and Scotland, 
by increasing the demand for the services of men 
aad the produce of their industry ; but till they 
are established upon a more secure footing than 
they have hitherto been in England, their advan- 
tages must be very dearly purchased. Periods of 
excitement must be followed by periods of great 
embarrassment and distress ; and mutual confi- 
dence, so necessary to the harmony and welfare 
of society, must be often interrupted, and fqr long 
intervals suspended. 

Doctor .^mith has argued, or has been supposed 
to argue, that the issue of bank ps^per cannot in- 
crease the actual amount of the currency ; and, 
consequently, cannot increase the price of com- 
modities ; * but it is sufficiently manifest from his . 
own admissions, and from the general spirit of his 

• Wealth of Nations, vol.i. b.ii. ch.ii. p. 448. 450. 490. ; vol.iii. b.v» 
eh. iii. p« 454. 
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reasoning, that it can increase the price of com- 
modities, precisely because it can and does increase 
the actual amount of the currency. " The quan- 
" tity of money taken from the currency, is," it is 
said, " always equal to the quantity of paper 
'* added ; and the whole currency remains the 
** same ; and over-issues of paper money correct 
" themselves by returning upon the bank to be 
" exchanged for gold and silver, which flow out 
" of the seat of over-issue/' This is all very clear 
and intelligible ; but the proposition involves 
essentially the very conclusion whose truth is 
denied. These over-issues cannot, as he sup- 
poses, correct themselves immediately — they can 
do so only through the medium of augmented 
prices, arising from an increase of currency and 
demand, the very things that it is assumed cannot 
be increased. The increase of currency, demand, 
and prices at the seat of over-issues, diminishes 
exports and augments imports ; and thereby causes 
the precious metals to flow out. They are then 
sought at the banks in exchange for paper ; and 
over-issues correct themselves mediately. While 
those who hold notes feel assured that specie can 
always be got for them, the notes are as valuable 
as gold and silver ; and no man thinks of going to 
. the bank in search of guineas and shillings, while 
his paper will exchange for the same things ; but 
when, from the increase of prices, gold and silver 
begin to flow out as the only species of money 
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available to pay for imported commodities, they 
are sought for at the banks in exchange for notes ; 
and thus over-issues correct themselves through 
the medium of increased demand and price, occa- 
sioned by themselves; and the profits of the 
bankers are made indirectly from those who have 
to purchase without having any thing to sell at the 
increased rate of price. Indeed, Doctor Smith, 
whatever may have been his opinion in the parts 
of his work above adverted to, has expressly 
stated, " that the bank of England, in its duty to 
" the public, and without any fault of the Direc- 
*' tors, may sometimes have overloaded the cir- 
" culation with paper money;"* and that it 
cannot so overload the circulation is a premise 
essential to the conclusion, " that an increased 
" issue of paper money cannot possibly increase 
" the price of commodities." 

The whole resolves itself into a question of times 
and terms; and if Doctor Smith be understood 
to mean permanently^ his conclusions would be 
. just ; if he be understood to use the term * cannot' 
without this qualification as to time, they are 
contrary both to fact and to principle. M. Say 
is, I believe, the only writer of the new school, 
who has understood him to have given this quali- 
fication to his term ; and he has supposed him to 
argue, that the specie is made to flow out of the 
seat of over-issues, through the medium of the 

* Wealth of Nations, vol. i. b. ii. ch. ii. p. 482. 
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increased prices they occasion.* Money in gold 
and silver is not ptcshed immediately from its 
stool by the mere appearance of paper, like Mac- 
beth by that of Banquo's ghost — they both 
keep their seats, and act together and in con- 
cert with great good will, till one of them is in- 
vited to another table ; where specie is the only 
admissible guest. Paper when issued is not 
thrown into the air to wait a vacuum on earth, 
caused by the evaporation of the specie — it is 
given as of equal powers with speqie, to those who 
will immediately employ these powers in pur- 
chasing the services of men and the produce of 
their labour. In proportion as it augments the 
amount of the currency actually in circulation, 
and the demand, it increases the price of what is 
demanded ; and the only way in which over- 
issues of paper money from banks of undoubted 
credit can operate to correct themselves, by drains 
upon such banks, is by increasing prices relatively 
with the prices of other places, with which the 
seat of the over-issue has a free intercourse of 
trade; and thereby causing an efflux of specie, 
the only part of the currency available for pur- 
chases beyond the limits of that seat. While the 
paper is freely convertible into the gold and silver 
whose denomination it bears, at the banks which 

* Principles, b. i. ch. xxii. As an admirer of Doctor Smith, I thank M. Say. 
He has done him more than justice in this instance ; and it is very rare for him 
to receive even so much from any member of the modern schools. 
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have issued it, the exchange between the seat of 
these banks and other places with which it has a 
free intercourse of trade, can never rise much 
above the expence of sending money ; but the 
moment that this paper becomes inconvertible, 
the rate of exchange may rise to any extent; 
and the value of gold and silver at that seat, re- 
latively to the paper, which bears its denomination, 
will rise in the same proportion^ in spite of all 
our efforts to prevent their efflux. Of this we 
have had abundant evidence, as well in the parent 
country as in her distant colonies, the Cape of 
Good Hope, the Mauritius, Ceylon, Java, and 
New South Wales. 

Mr. Ricardo, and after him others, have as- 
sumed this error of Doctor Smith as an established 
truth, and as such have employed it to prove the 
error of some of his most just and most useful 
conclusions. Having denied that an issue of 
paper from any bank whatever, could increase the 
amount of the actual currency, and thereby aug- 
ment prices, he was obliged to explain a recorded 
and admitted fact, upon the supposition that the 
specie, relieved from its duty, like a sentinel, im- 
mediately left camp and went out foraging for 
capital. He admitted, that the opening of banks 
in Scotland had given an immense stimulus to 
ind,ustry; but attributed it to the capital taken 
by the specie in its foraging expeditions, and sent 
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in, in various shapes, to Scotland.* Mr. RicardQ 
assumes the error as an unquestionable principle ; 
and, consequently, denies the fact — he denies 
that the opening of banks in Scotland could ever 
have given a stimulus to industry — because, ac- 
cording to his assumed principle, they could never 
have increased the actual currency — could never, 
therefore, have increased prices ; and writhout in- 
creasing the prices, they could never by possibility 
have given a stimulus to industry, f Many men^ 
no doubt, employed the loans they received from 
the banks in the purchase from England of better 
instruments of production, preparation, and dis- 
tribution, than they had been in the habit of 
using ; but the medium through which specie was 
forced out of Scotland was, chiefly, that through 
which it is forced out of every other seat of paper 
issues, increased prices, occasioned by augmented 
currency, and demand for the services of men and 
the produce of their industry ; and an augmented 
demand for these things is the same thing, or 
nearly the same thing, as a stimulus to productive 
industry. But no, says Mr. Ricardo, if Govern- 
ment spends an extra million, or ten millions, or 
twenty millions, and, to meet the extra expense, 

* Wealth of Nations, vol. i. b. ii. ch. ii. p. 438. 442. 

t Ricardo's Principles, p. 508. 515. first edition. A fact is seldom allowed 
to stand in the way of this school — if they cannot explain it upon their own 
principles, they deny it " sans ceremonie." 
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makes an extra issue of its notes to that amount, 
it he amount of the currency must still remain the 
samCy because paper issues cannot increase the cur- 
rency ! ! * 

The terms or phrases, " the circulation will 
'* bear no more," or, '* the circulation requires no 
" more," are in themselves very absurd ; but they 
lead to a good deal of error in this science. They 
imply some scale or measure by which the wants 
of society are ascertained ; and, by frequently 
hearing and using the terms, men are apt to sup- 
pose, that there really is such a scale or measure, 
operating in our currency like the great index in 
the river Nile. There is no such rule or measure, 
and the terms really signify nothing. The quau'- 
tity of money in circulation ^cts upon the price of 
commodities ; and the price of commodities reacts 
upon the quantity of money in circulation. An 
increase of the currency increases the price of 
things ; and an increase in the price of things re- 
duces the currency, by causing the efflux of spe- 
cie. If the efflux be so great as to reduce prices 
below the rate of those in the surrounding seats, 
an influx is the consequence ; and thus the equi- 
librium is preserved through the medium of a rise 
and fall of prices. '' But," says Mr. Ricardo, " ad- 



* Principles, p. 508. This is assuming Doctor Smith's error as a truth when 
it is wanted, as such, for a particular proposition. This conclusion of Mr. Ri- 
cardo is contradicted, p. 413. 502. 525. ; and what conclusion in zixj one pagjB 
is not contradicted in some other page of that work ? 
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mitting that banks can and do increase the amoiiiMt 
of the currency, they cannot alter the rake of 
wages, pr(^ts, or interest, because they caiuiot 
alter the quantity of capital. Capital does not 
consist in money, but other things, and the other 
things of which it is composed would remain the 
same, whether banks issued one, ten oc a hundred 
millions !* A plain practical man would suppose 
that the foreign banker who should bring into 
England ten million pounds sterling in specie, or 
a sufficient cash deposit and character, to enable 
him to issue ten million pounds in notes, as loans 
to farmers, merchants and manufacturers, would 
add something to the capital of the county, and 
alter a good deal the rate of interest, and the rate 
of price. But capital among the schools is any 
thing, every thing, or nothing, just as the parti- 
cular proposition requires ; and it is not at all 
surprising that Montesquieu and Hume should be 
accused of knowing nothing of its " nature and 
functions, "f 

Mr. Hume's argument, that an increase in the 
currency of a country stimulates productive in- 
dustry through the medium of increased demand 
and increased prices, has been described by Mt^ 
Mill, as involving fallacy^ and manifesting a wmut 

* Ricardo's Principles, p. 114.511.512. 1st edition. M. Say's Principles, 
b. i. chap. xxii. There is hardly any conclusion too absurd to be made to ap- 
pear at least plausible by a dextrous use of the term capital ; because every 
man feels at liberty to define it differently in every difl^nt proposition. 

t M'CuUoch's Pri ciples, p. 414. 
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€f clear ideas concerning production* These are, 
as well as I can understand them, Mr. Mill's' ar- 
guments. — Money cannot increase commodities ; 
it cannot, therefore, increase production ! The 
man who offers more money for commodities either 
raises the price of those he purchases, or he does 
not : if he does not, he does not encourage pro- 
duction : if he does, he raises the price of all ; 
and, therefore, gives no encouragement to produc- 
tion ! To a plain unscholastic man these arguments 
will appear rather to confirm than disprove the 
truth of Mr. Hume's conclusion, which amounts to 
nothing more than that the increase of money in cir- 
culation in any society, gives to individuals more 
means of demand than they had or would other- 
wise have ; and, by increasing the demand for the 
services of men and the produce of their industry, 
increases their price. Of the truth of such a con- 
clusion surely history and our own experience 
must furnish us with abundant proof. 

From banks of character and credit, we may 
have the beneficial operation of paper issues upon 
the national industry in two modes : — 

First : It increases the amount of the currency, 
and augments the demand for produce; but the. 
demand does not augment for all things at the 
same time. It augments for one or more classes 
of things; and those who have them to sell get a 
higher price for them, while they pay the same 

* Mill's Elements, p. 160, 161, 162. Second edition. 

S 
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price for 'such things as are not yet in greater der 
mand. Funds and instruments are diverted from 
the supply of those things whose demand has not 
increased to the supply of those whose demand 
has increased; and the price also rises through 
the medium of diminished supply, as it did before 
through the medium of increased demand. But 
new funds are brought into use by the stimulus, 
and new instruments are formed for employment, 
while the powers of those before in use are im- 
proved ; and pi^odu(rtibn in general becomes aug- 
mented. How maiiy rational instruments, or men, 
are brought into efficient employment from a state 
of inactivity or unproductiveness by any unusual 
demand for produce, to the silpply of which their 
mental and physical powers are adapted ! How 
soon may pasture lands be converted to tillage, 
and waste lands to pasture ! And how soon are 
ploughs and other machines constructed out of 
domestic mines and forests, when any unusual de- 
mand is found to rouse the creative energies of 
man ! 

Secondly : We may consider, that an increase of 
the currency from issues of paper by banks of un- 
doubted character and credit, takes so much from 
the command of those whose incomes are derived 
from claims already secured directly or indirectly 
upon existing funds and instruments,* (and who, 

* That is, the 4th great class in society. — Vide Introduction. 
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consequently, have nothing themselves to sell) 
and gives it to those who have no claims so se- 
cured, but depend, for their incomes, upon tJie 
sale of their produce, or upon the employment of 
their stock or labour; the incomes of the first 
class, from which means are taken, being derived 
from claims measured in money. These get the 
same money incomes, but that nxoney purchases 
less of services and produce than before ; and they 
have, therefore, for enjoymen*, less of services and 
produce. Butth^ issues of paper, by which the 
prices of services and produce bave been a^igment^ 
ed, are made in loans to men who have nothing 
but the employment of their material or intel* 
lectual stock to depend upon, and to enable them- 
selves to refund these loans they must be them- 
selves instruments, or they must form or provide 
instruments for employment. They form and 
provide them out of domestic mines and forests by 
the application of domestic labour, or they pur- 
chase them from other countries^ ai^d apply them 
to purposes of production, preparatigii, or distri- 
bution. The produce available for enjoyment 
is thereby increased, because more insttumelits^ 
are employed in providing it for the society. 

The claims of the first of these two classes 
being measured in] money, their incomes remain 
the same, and the amount of their demand the 
same ; but the amount of the demand of the second 
class is increased. The demand of the first class 

s2 
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is not for the [same precise produce and services 
as tliat of the second ; and the demand for some 
things will remain stationary — that for others di- 
minish, and that for a third class of services and 
produce increase. Funds and instruments will be 
diverted from the supply of those things whose 
demand has either diminished or remained station- 
ary, to the supply of those whose demand has 
augmented. The diminution of the supply will 
raise the price, and the same money incomes will 
purchase less of services and produce ; but the 
supply being increased in the other, by the con- 
version of some instruments, and the formation of 
others, the price is diminished, and that of all 
things in time returns to its equilibrium. But 
produce in general being increased by an augmen- 
tation in the quantity as well as the efficiency of 
the funds and instruments employed, prices are 
brought back to a level with those of surrounding 
seats wholly or partly through the medium of an 
* augmented supply, and with little or no efflux of 
the specie. Produce thus becomes augmented in 

# 

proportion to the increase in the amount of the 
currency, and prices are restored to their former 
level ; but new and independent claims have been 
formed upon the annual returns by new instru- 
ments of production ; and though, by a return of 
prices to their former level, those whose claims 
before existed and were measured in money, get 
the same produce for enjoyment as before, others 
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get more. Thus, I believe, industry was promoted 
in Europe by the discovery of America. The 
money which flowed in tended to augment and. 
employ the material and intellectual stock of na- 
tions in the production of man's enjoyments. It 
tended to take, for a time at least, from the fourth 
of the great classes into which I have considered 
society to be divided, the privilege of employing 
the material and intellectual stock of the other 
three. But whatever may be our speculative 
opinions on the effects of that great discovery upon 
the grand and general scale of Europe, there can 
be little doubt among practical men that the in- 
crease in the currency by the issue of bank paper, 
operates in this manner upon a smaller scale and 
in particular seats. " Increase of demand," says 
Doctor Smith, " increases prices at first, but, sti- 
" mulating productive industry and enterprise, 
" lowers them in the end."* 

Either of these views of the mode in which the 
opening of banks operates to stimulate the pro- 
ductive energies of society in their seats, may, I 
believe, be considered as just. They both seem 
to me to describe fairly the beneficial operations 
of banks of character and credit upon the produc- 
tive industry of the country where they are estab- 
lished ; though it is very likely that I may not 
have been successful in my endeavours to explain 

♦ Wealth of Nations, vol. iii. b. r. chap. i. p. 134. 5 
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my meaning ciearly. As I have expressed my 
ideas in commc^a language, and have avoided the 
use of vague and dis(>uted terms, there will be na 
difficulty in detecting any error XhsX I may com- 
mit in my reasoning. Money ccmunands t)i6 ser- 
vices of men and the produce of their industry, 
whether that money be in specie or good paper;, 
and the services of men and the produce of their 
industry can be converted into productive instru- 
ments whenever there is a sufficient demand for 
them. Doctor Smith considered the rate of 
interest to be governed entirely by the rate of 
profits to be made upon the stock purch^ised with 
the money ; but though the rate of interest may 
be the effect of the rate of profits to be made by 
the employment of the stock purchased with money, 
the quantity of money at any time in the market, 
offered in loans, must have an influence upon the 
profits of stock. After the conquest of the Indies, 
Garcilasso says, the rate of interest for money fell, 
in Spain, firom ten to five per cent ; and Montes- 
quieu very justly attributed this effect to the in- 
flux of money which that conquest had produced.* 
It produced at the same time a great rise of prices, 
and opersi,ted upon a large scale and for a. long 
period, as Low's scheme acted in France upon a 
small scale and for a short period. Bankers and 
capitalists who have their own money and that of 
their constituents seeking profitable employment, 

.* Esprit des Lois, Liv. xxii. chap. vi. 
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must find men to borrow it; and after an expen- 
sive war, millions may accumulate in their handis, 
and seek in vain for employment at the former 
rate of interest. There must be a competition in 
the supply, that will reduce the rate of interest 
directly ; and there must be a facility in borrowing, 
that will cause a competition among those who 
borrow, to purchase stock for employment. This 
will reduce the profits made upon the /employ- 
ment ; because, by the competition in the supply,, 
consumers will in a less price pay less profits upon 
the instruments employed in the producing, pre- 
paring, and distributing Iwhat they require for en- 
joyment and consumption.* 

The plain understanding of a practical man 
would surely be insulted by aa attempt to con- 
vince him, that whether the bankers and capital- 
ists of London had one million or a hundred mil- 
lions in their hands seeking honest borrowers, it 
could have no possible effect upon the rate of in^ 
terest, ** because the rate of interest fe the effect 
" of thcrate of profits^ and an effect cto never 
" operate upon its cause," -^ the c^jpi/a/ must be 
the same, and, therefore, the profits nmst be the 

* On the termination of our wars in India, as in England, the profitable em- 
ployment of money diminishes ; there is a glut of it, and the interest diminishes. 
Men will not boi^ow it to purchase the services of men and the produce of their 
industry, from which they cease to hope for a return of profits, unless they can 
get it at -a lower rate of interest ; and men cannot continue to make the same 
profits upon the services of men and the produce of their industry when the 
demand for them has ceased or diminished. 



1 
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same ; and profits remaining the same, interest 
would continue the same ! ! Whether these bank- 
ers and capitalists offer their accumulated millions 
in loans to their fellow citizens, or offer them to 
the citizens of South America, could, it has been 
said, make no possible difference in the rate of in- 
terest in England. Such reasoning is fit only to 
amuse the schools ; and yet it has been offered by 
a practical banker for the instruction of society.* 
The rate of profit to be made upon the employ- 
ment of stock purchased with money regulates, as 
Doctor Smith has observed, the rate of interest 
that will be given for the money ; but the quan- 
tity of money offered in loan for the purpose of 
purchasing the stock, will have an influence upon 
the profits to be made by it. They act and react 
upon each other, as in the case of currency and 
prices. When profits upon the employment of 
stock decline, the demand for loans of money to 
purchase it declines — the money to be lent aug- 
ments, and seeks borrowers at a lower rate ; which 
still fiirther reduces the profits of stock, purchased 
and employed by its means ; and the rate of in- 
terest still further declines, till the accumulated 
mass is sent to seek borrowers in other coun- 
tries. This seems to be the plain state of the 

case.t 

* Ricardo's Principles, p. 114. 398. 511, 612. He accuses M. Say of mis- 
taking cause for effect, when he supposes prices to rise in England on the in- 
crease of interest arising from the opening of a Government loan. 

t M. Say, finding that Mr. Ricardo's opinion, that the abundance or scarcity 
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When the national assembly of France issued 
their assignats, the Marquess of Condorcet, on the 
principles of Hume and Montesquieu, predicted 
an enormous rise in the price of commodities ; but 
as the price of corn had not risen much after one 
thousand eight hundred inillions of livres had been 
» issued, the truth of the doctrine and principles 
upon which the prediction was founded, were dis- 
puted by Arthur Young, (vol. i. p. 684.) But the 
prediction was not verified, simply because the 
circumstances upon which its truth depended did 
not take place, as the Marquis expected they 
would. The issue did not increase the actual cur- 
rency in circulation ; for though the paper, as long 
as it retained its value, supplied the means of an 
increased demand and consumption, it did not 
supply the will ; and Arthur Young himself tells 
us, that during these times in France, there was 
always a disposition to hoard the metallic money, 

and to withdraw it from circulation (vol. i. p. 682) ; 
and that men, after the revolution commenced, 
began to hoard their means, lessen their consump- 



of money seeking borrowers, could have no efiect upon the rate of interest, cor- 
responded precisely with his own, very frankly and very naturally, pronounces 
him to he, on the subject of money, the very wisest man in Europe, b. ii. c. 4 & 8. 
But I am disposed to think that neither he nor Mr. Ricardo are any. where else 
involved in so much error and obscurity ! This is natural, because I hold 
<fifferent opinions. Mr. Prinsep, the very able translator and commentator of 
of M. Say, thinks, I believe, like myself on this part of his work ; and I, there- 
fore, consider him to be much wiser than Mr. Ricardo on the subject of cur- 
rency ! 
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tioHy turn millions out of employment, and pro- 
duce general misery, (vol. i. p. 608.) M. Say, who 
in the same manner as Young, opposed the doctrine 
and principles upon which Condorcet's prediction 
was founded, has told us, that men with great ra- 
pidity converted these assignats into specie to send 
out of the country.* The paper issued did. not in- 
crease either the amount of the actual circulation,, 
or the demand, or the price of things for enjoy- 
ment or consumption — those who received it did 
not offer it in exchange for material enjoyments, 
but in these disordered times converted it into 
specie to hoard, or to take out of the coimtry, till 
the state of affairs might improve. 

This was not the ordinary state of affairs, in 
which the amount of the currency acts upon . the 
price of things, and the price of things reacts upon 
the amount of the currency by causing an efflux 
of specie. The assignats were given to men, not 
for their services or the produce of their industry, 
but as an indemnification for the loss of those 
offices which they had hitherto filled, but which 
were now suppressed ; consequently in their issue 
they demanded neither services nor produce. 
Those who received them, deprived of their 
offices, could not purchase with them conmiodities 
for enjoyment — they gave them in exchange for 

• B. i. chap. K. fourth edition. 
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money^ which they /either hoarded in thpt ediratry 
in the hopes of better timosj or sent or/ took -with 
them to other coilntries to be invested. The mass 
of the currency actually in circulation did not 
augment, because what was^ thrown in wai^ either 
immediately absorbed, or drained off by an under 
curr^t. The error of the Marquis wa& iiot in the 
theory^ but in the practical application ; he didnot 
foresee, that the disorders and the insecurity of 
the times would cause the metallic currency to be 
withdrawn from circulation, not through the ordi- 
nary medium of increased prices, but as almoi^t 
the only form in which men could conceal their 
property in Francie, or send it into foreign coun- 
tries for security. Arthur Young supposed that 
the Marques^ of Gondorcet s opinion or prediction 
was opposed to the conclusion of Hume, that paper 
currency always tends to banish -specie ;* but it 
was entirely conformable to that conclusion. 
Hume supposed that specie would flow out through 
the medium of augmented demand, and increased 
price of commodities ; and the Marquess predicted 
only the medium through which 'the effect was to 
be prodntced . Circumstances of a peculiar nature 
caused the effect to be produced without that me? 
dimn. We are told byMacpherson, that, during 
the Mississippi scheme, when the same motive to 
draw the specie and retrench upon immediate ex? 

* Travels in France, vol. i. p. 684. 
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penditure, was not in operation, " Paris was 
" loaded with a glut of real money, a great part 
^' of which was poured in from foreign countries ; 
" and the prices of all the necessaries of Jife were 
" raised in the same proportion."* 

The paper currency of England, when no longer 
convertible, was supported in its value by its being 
receivable in taxes, for the annual taxes have in 
their aggregate amount been very nearly equal to 
the whole amount of the currency ; so the value 
t)f the assignats was long supported in Finance by 
their being made receivable in payment for the 
national domains. 

Whether the Government, to meet any sud- 
den increase of public expenditure in the sup- 
port of public establishments maintained at home, 
should issue or cause to be issued paper, or should 
levy the means from the people in an increase of 
taxes, the price of produce and services would be 
increased. In the former case they would be in- 
creased by an increased quantity of currency, and 
in the latter by an increased rapidity of circula- 
tion. There would be an increased means of pur- 
chase with those who received and subsisted upon 
the taxes, while there would be a diminished sup- 
ply of things arising from the number of rational 
and other instruments withdrawn from employ- 
ment in the supply to fill the public establishments 

* Hist, of European Commerce with India, p. 268. 
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of the state ; and it is in this manner that war 
commonly gives a stimulus to industry, while a 
return to peace generally, almost invariably, and 
almost universally, causes a stagnation. Thousands 
of rational and other instruments are dismissed 
from employment in public establishments to swell 
the mass of those employed in the supply of the 
market, while the means of purchase are dimi- 
nished, and the demand upon that market re- 
duced. 

The reader will probably be disposed to admit, 
that while the rapidity of circulation remains the 
same, any increase in the -quantity of the currency 
at any particular seat will increase prices, and 
any diminution reduce them ; and that, while the 
quantity remains the same, any increase or dimi- 
nution in the rapidity of circulation will have si- 
milar effects. But he will very naturally con- 
clude, that the value of money in relation to the 
services of men and the produce of their industry, 
must ultimately depend upon something more 
than mere quantity, and rapidity of circulation. 
It does so. The exchangeable value of the pre- 
cious metals in relation to that of other things, is, 
like the exchangeable value of every other thing, 
continually gravitating to the " central point" of 
their natural price, or the rate of costs incurred 
upon them in the different stages of their progress 
from the bowels of the earth to the circulation of 
a country. " II peut €tre plus ou moins recherch6, 
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" selon qu'il se troiive sur le marche en plusou 
" moins grande abondance ; mais son prix ne 
" s'ecortera jamais beaucoup de celui qu'il fau- 
" drait pour entirer de la mine une quantity sem- 
" blable."* But the exchangeable value of other 
things is commonly restored to this central poinl 
through the medium of a diminished or increased 
supply from the funds and instruments that pro- 
vide them. If the demand decreases, and prices 
are, thereby, reduced below this point, the supply 
is decreased, and the prices are restored. If tbe 
demand increases, and they are raised above il, 
the supply is increasedj and the prices are brought 
down to it. In most cases the increase or de- 
crease of the annual supply very soon raises or 
reduces the actual value in exchange of things 
which peculiar circumstances have depressed be- 
low or elevated above this "central point ;" bul 
the increase and decrease of the annual supply of 
specie could not so soon restore its relative, ores- 
changeable value, to that point, from which pecu- 
liar circumstances are continually causing it to 
diverge. It may be assumed as an unquestion- 
able principle, that such circumstances will ope- 
rate upon the increase or decrease of the supply, 
and, through that medium, upon the actual value 
in exchange of things, in a greater or less time iu 
proportion as the annual supply is small or greal 
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compared with the quantity actually in use ; while 
the annual supply, compared with the quantity 
actually in use, is in the inverse ratio to the dura- 
tion of the properties and qualities we require 
from things. It is very small where their dura- 
tion is great ; and very great where their duration 
is small. The properties and qualities we require 
from the precious metals in use or enjoyment, are 
of longer duration than those of almost any other 
thing which the industry of man provides for us. 
Other things, if they do not soon perish, in the 
course of use and enjoyment, soon lose the pro- 
perties and qualities we require from them, either, 
by decay, or by a change of tastes ; but those of 
the precious metals last for ever, and the taste for 
them seldom changes. The annual supply, there- 
fore, compared with the quantity actually in use, 
is very small; and if the exchangeable value of 
specie were left to depend, for restorationi to that 
" central point" from which peculiar circum- 
stances cause it to diverge, upon an increase or 
decrease of the annual supply from the mines, it 
might not reach it once in ages. 

Were the precious metafe used for no other 
purpose than currency, now that societies have 
brought paper to assist so much in the circulation, 
their exchangeable value would be restored still 
more tardily to that central pointy by am increase 
or diminution of the supply from the mines. It 
has been estimated, that of the total quantity of 
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these metals exported from South America, that is, 
about eight millions sterling annually, two-thirds 
are consumed in articles of dress, ornaments, and 
furniture, and one-third supplies the currencies 
of Europe, and the markets of India and China.* 
If we rate the metallic currencies of Europe at two 
hundred millions sterling, and give two millions as 
the annual supply ; the annual supply compared 
to the quantity actually in use would be only as 
one to a hundred ; while of the necessaries of 
life, and most of its luxuries, elegancies, and con- 
veniences, the annual supply is equal or nearly 
equal to the quantity actually in use. 

But the actual value in exchange of money is 
restored to the central point without waiting this 
tardy operation. In a taste for the precious 
metals, as articles of convenience and luxury, and 
in a demand for them as an instrument of circula- 
tion, all civilized nations are united ; and the su- 
perfluities of one nation always find a ready vent 
to supply the deficiencies of another. Though 
the quantity of currency in actual circulation at- 
any particular seat, regulates the actual value in 
exchange of money, that is, the prices of other 
things; the prices of other things react upon the 
quantity of the currency — they cause an efflux 
of specie when they are high compared with those 
of surrounding seats, and an influx when they are 

♦ Low's Present State of England, p. 69—268. 
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low. The equilibrium is restored through the 
medium of an increase or diminution of the quan- 
tity ; though that increase or diminution is not 
produced immediately by any diflference in the 
quantity of the annual supply from the mines. 
. . M. Say considered that he and Mr. Ricardo 
had come to issue upon the point whether the ex- 
changeable value of the precious metals was re- 
gulated by the costs of production, or the circum- 
stances of demand and supply.* If they are at 
issue upon this point, it is a very silly point for 
sensible men to come to issue upon. But there 
is really little or no substantial difference in their 
opinions upon the subject — it resolves itself into 
a question of time and terms. Ricardo consider- 
ed the costs of production to regulate their value 
in exchange ; and Say says the demand and sup- 
ply regulate this value ; but if we suppose Mr. 
Ricardo to argue that the costs of supply are the 
ultimate regulator of their exchangeable value, we 
shall find him to be right; and if we suppose 
M. Say to argue merely, that the circumstances 
of demand and supply are the temporary regula- 
tors of this value, we shall find him to be right ; 
but when we find them arguing without any re- 
gard to time, we find them both wrong. M. Say 
supposes that the mere circumstance of there being 
a supply of so many notes and a demand for so 

* Say's Principes* b. i. chap. xxi. 

T 
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many in the circulation, will regulate their exchang- 
able value ; and that when the demand increases it 
will invest with an immense portion of exchangeable 
value a thing that costs nothing, and is entirely 
without intrinsic value ; in short, that when this de- 
mand for circulating medium increases, though the 
paper should be no longer convertible into the specie 
whose denomination it bears, it can, though the 
paper cost nothing whatever in the acquisition, 
invest it -with ea^changeable valice, originating in its 
utility — substantial value —positive value — and I 
know not how many other species of value, though 
it be destitute of intrinsic value, or substantia 
guarantee, though of no value whatever, as a re-' 
presentative^ and representing nothing! !^ These 
notibns may all, no doubt, appear extremely cleat 
to M. Say, or taany member of his school>' but 
they will appear very confused and perplexing to 
a plain practical man. When M. Say saw the 
value of paper sustained in England after the sus- 
pension of cash payments, he did not considei* 
that provincial notes, if not convertible into spe- 
cie, were convertible into Bank of England notes ; 
and that Bank of England notes, if not convertible 

* M. Say's PnDcipet. Prinsep's translation of the 4th edition, vol.i. p. 361. 
364. 395. 435. b. i. chap. xxi. When M. Say is explaining a proposition of 
Doctor Smith, he is a good deal' more intelligible.' ** Paper cannot retain its 
veUue as money any longer than while it is readily ind instantly convertible into 
money." vol. i. b. i. chap. xjdi.« It was so convertible while Bank of England 
notes were receivable as money in the payment df taxes ; and the provincial 
paper was convertible into Bank of England. 
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into specie, were a legal tender for taxes, when 
the annual taxes were equal to the whole amount 
of the national currency. The paper still repre- 
sented specie in the payment of taxes at least; 
and the taxes paid annually were at least equal to 
the whole of the paper circulating in the nation. ^ 
Ailarge issue of paper money is like a large in- 
flux of specie into the circulation of any particular 
seat. As long as the paper is good, it is the same 
thing whether a banker brings a million of money 
from the mines of South America, and distributes 
it in loans, or whether he brings a hundred thou- 
sand pounds as a cash deposit,^ and issues a million 
of notes in similar loans. It increases prices by 
increasing the demand for the services of men and 
the produce of their industry ; and the prices ar^ 
brought back to their state of equilibriuin or *' central 
point," through the medium of an efflux of specie, 
an increased supply of produce, or both operating 
simultaneously. The paper in circulation at any 
particular seat can have the same value as the specie 
it represents, or whose denomination it bears, only 
while it is freely convertible into that specie, or 
into something equivalent to that specie ; and un- 
der ordinary circumstances it may always be con- 
sidered as freely convertible into something equi- 
valent to that specie, when it is convertible into a 
paper, receivable as specie in the payment of taxes, 
by a Government like that of England. But 

T 2 
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under extraordinary circumstances, so great and 
* so sudden may be the efflux of specie, and the 
demand for it in payments to other countries, that 
specie may bear even double the value of the 
paper which bears its denomination, though that 
paper may be a legal lender for the same thing; 
not only in public taxes, but in private transac- 
tions. A law may prohibit a sovereign from being 
tendered in payment for any thing at a higher 
rate of value than the paper bearing its denomina- 
tion ; but this would not reduce its value to that 
of the paper— it would only cause them to be 
tendered and exchanged illegally. A law might 
prohibit any workman in England from making a 
tender of his services at a higher rate of wagea 
than one shilling a day, and no workman in Eng-. 
land might be detected doing so ; but this would 
not prove that no workman sold his services at a 
higher rate. Good workmen would sell their ser- 
vices for more secretly, or go into other countries; 
where they were permitted by the laws to. do so 
openly. So it was with specie in England during 
the suspension of cash payments. The naan who 
had twenty sovereigns or guineas, could purchase 
with them twenty-jfive in paper, and with them, 
he could pay the amount of twenty-five in taxes ;i 
and it would have been extremely absurd in him 
to take the guineas or sovereigns to the collector, 
who would receive them only as twenty. 

The great aqueducts of Italy are at a certain 
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level provided with apertures, by which the su- 
perincumbent mass of waters is made to flow off 
when it has attained the height beyond which it 
might endanger the fabric. So it is with our cur- 
rency, as long as the necessity of cash payments 
is rigidly enforced — it always relieves itself from 
the burthen of our issues by an efflux of specie, 
effected through the medium of increased demand 
and prices. If the issue so promotes productive 
industry at home, ^as to reduce prices through the 
medium of increased supply, without any efflux at 
all of the specie, it can of course be jio burthen. 
But the necessity of cash or bullion payments is 
the only legitimate and. efficient check upon paper 
issues; and all the systems founded upon the 
principle of obviating this necessity can be con- 
sidered as nothing more than ingenious Utopias; and 
it is great folly to suppose that England, or any 
other civilized nation, can suffer any serious loss 
or inconvenience from retaining in the cash de- 
posits of its banks sufficient of specie, to enable 
them to meet all demands upon them. There is 
no deficiency of precious metals for the purpose ; 
and banks can always supply themselves with 
enough, if, as they ought, they have always the 
means and the will to purchase it. People always 
manage to supply themselves with sufficient for 
their furniture and ornaments ; and a nation can 
always, and ought always, to have sufficient to 
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render its paper money at all times freely and 

readily convertible into specie or bullion. 

Money, as an instrument of distribution, maybe 
very properly considered as the measure of the re- 
lative value of all other things, at the same time 
and place. In all civilized nations the value d 
every thing is measured or estimated in relationto 
money ; and when the value of every other thii^ 
is measured or estimated in relation to any giTM 
thing, that given thing may very properly be 
termed the measure of the relative value of the 
whole. To argue, that there is no measure of 
value, is merely to argue that a term is used witi- 
out any signification ; and, therefore, that no one 
can presume to attach a sense to it. Such is the 
term value in this proposition. To speak intel- 
ligibly of the value of a thing, w^e must speak of it 
in relation to some other thing ; to what it has cost 
us, to what we can get for it, to the affection we 
have for it, to the use we derive from it, to the 
agreeable recollections associated with it, &c. Ac; 
but among the sturdy disputants of the schook, 
value like capital, is any thing, nothing, or every 
thing, just as the particular argument or propo- 
sition requires. 

It has been one of the follies of the present age 
(and all ages seem to have their peculiar follies) la 
lament the want of some particular thing, thai 
shall, at all times and in all places, bear precisely 
the same relation to all other things ; and to reason 
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through folio volumes, that it is and is not to be 
found — ^that it is to be found in this thing, and in . 
that thing. M. Say declares, that there are no 
less than three errors involved in the plain and 
simple proposition of Montesquieu, *' That sove- 
*' reigns ought not to change the standard of their 
." coins, because nothing ought to be so exempt 
'* from variation as that which is the common mea* 
*' sure of all;" meaning, of course, the common 
measure of the relative value of all, as the thing in 
relation to which the value of all other things is 
compared at the same time and place. It involves 
these three errors, because money is not that beau 
ideal after which M. Say was in pursuit — that 
great philosopher's stone of political economy, 
which must at all times and in all places bear the 
same relation to all other things !* Perhaps the 
censures of M. Say on this passage of Montes- 
quieu, were really intended for his contemporary, 
M. de Sismondi, who has adopted the doctrine that 
money is the common measure of relative value, 
"Le numeraire est enfin une mesure commune 
" des valeurs."t . \ 

I shall conclude this long section, by repeating 
the proposition, that the actual price of every thing 
in the market is always the highest that can. be 

* M. Say's Principes, vol. i. b. i. chap. zxi. p. 403^ Money, he says, is not 
the measure of values. 

t Nouveaux Principes, Liv. i. chap. L This work had been published before 
the fourth edition of M. Say's appeared. But M. Say comes to the conclusion 
that money is the measure of relative valuer Vol. ii« b- ii« ohap» iii* p. 33. 
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got in the existing state of the demand for the sup- 
ply actually in the market ; as well under the cir- 
cumstances of free competition, as under those of 
monopoly ; and that every alteration in the price 
is effected through the medium of an increase or 
diminution of demand or supply. This will be 
found a conclusion entirely consonant to the fore- 
going reasoning on the subject of money, as an in- 
strument of distribution ; as an increase of the . 
money actually in circulation is there supposed to 
increase prices by increasing the demand for 
the services of men and the produce of their 
industry. If the above conclusion be just, 
and I do not think its justice is likely to be 
disputed, Doctor Smith's definition of mono- 
poly price, '' that it is the very highest that 
" can be got or squeezed out of the buyer,"* is de- 
fective, though it has been generally adopted by 
later writers-t The price of free competition as 
well as that of monopoly, is the highest that can 
be got ; but there is this difference, that the for- 
mer is soon raised or reduced to the precise point 
which those who supply can afford to take, while 
the latter is not. 

Almost at all times and in all places ther com, 
which is the common food of the labourer, will be 
found to bear nearly the same relation to the labour 
of men who may be considered to have nothing 

* Wealth of Nations, vol. i. b. i. chap. vii. p. 93. 223. 225. 
t Ricardo's Principles, p. 341. 363. first edition. 



Outlifie of a New Si/stem. 281 

or little more than the ordinary and unimproved 
gifts of nature;* and the l;abour of such men will 
bear nearly the same relation to the corn : . and if 
one of these, no matter which, could be shown to 
bear the same relation to all other things at all 
times and in all places, it would follow that the 
other must bear the same. But as neither of them 
can bear this relation, all attempts to find the beau 
ideal measure of value have not only been fruit- 
less, but extremely absurd. 

* M. Say says, " That in modem times wages stand in nearly the same rela- 
tion to com as they did four or five hundred years ago." Vol. ii. b. ii. chap. iii. 
p. 40. So they will be found in distant places as well as at distant times, pro- 
vided we consider the wages of common labour in husbandry only. 
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CHAPTER IV. 



OUTLINE OF A NEW SYSTEM CONTINUED. 



The third portion of the national stock comprises^ 
the produce of funds and instruments in its dif- 
ferent stages of preparation and distribution^ be- 
fore it has reached the hands of the consumer, or has 
been set aside for enjoyment, use, or consumption. 
It must all necessarily be included in the term 
capital^ because it is all held or employed with 
a view to profit ; and can therefore form no part 
of the net revenue or enjoyment of those by 
whom it is held or employed. It may be con- 
sidered to comprise the whole mass of what is 
denominated the floating capital of the nation, 
and which intervenes between the funds and in- 
struments of production, and the stores of the 
consumers. It embraces all the provisions, ma- 
terials, and finished enjoyments not yet delivered 
to the consumers ; not only all the materials of 
which the enjoyments themselves are to be form- 
ed, but all those by which the funds are to be 
maintained and preserved in a state of efficiency. 
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and the instruments provided, formed, and repair* 
ed. Doctor Smith divides the Jhating capital of 
a nation into four parts, of ^M^hifib three are an- 
nually withdrawn to be placed ia ihejixed capital^ 
or to be set s^s^de for enjoyment; and as I have 
excluded the fourth part, and considered it to be 
a part of the fixed cetpital itself^ \ suppose the 
whole of the floating capital to be periodically 
drained an^l placed in the fixed ^^^.pital^ or sei 
aside for enjoymept. The first part, acqprding to 
Doctor Sniithi i^ the provisions ; thQ ^^econd, the 
materials ; the third, the finished work, not yet 
delivered to the pgnsumer ; the fourth, the money, 
or circulating medium-* - - 

From this gjc^i^t masfs of what I shj^l .qall thp 
floating capital, leve^y society is supplied w:ith its 
net revenue Qr.efyoymtents; aU its. :^u^a ar6 
maintained and brought into a s,tate of . .pffipiiency j 
and all its ins^truments provided andnf^pAire^^ 
Supposing thatnthe number and efficiency .pfiitsi 
instruments, a»d the extent and , fertility Qf its 
funds were tp pp^tinue the same, tbe. jsppiety 
could annually df aw fro*i this great i^aps, witb^ 
out reducing the quantity, as much, as , .wigtyt ap-» 
nually flow into it f?pm the fiends and Jns.tr\midnts 
emplpyed; apd ;pf ^;he quantity draj^UiQUt, as 
muph might betakpn Ipl net re venue prtS^joy/^ 

* Wealth 'of Nations, vol.i. b.ii. chap. i. and. ii. p'. 415 — 420. And the 
characteristic is said to be,- that it yields i|s p^p^t^ . qnly by-ohangiBg pasters. 
Vol. i. b. ii. chap. i. p. 417. wi.'.-;:^ j ■ 
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ment^ as should be left after maintaining and 
repairing the funds and ^ instruments of supply. 
If these funds and- instruments should require no 
portion of the quantity drawn out, for their main- 
tenance and repair, it is abundantly manifest, 
that society might enjoy the whole. But if any 
should be made to flow into this great mass or 
reservoir from extraneous sources, in private in- 
comes or public tribute, drawn from the funds 
and instruments of distant nations, more of course 
could be drawn out than what annually flowed 
in from domestic funds and instruments, or was 
purchased with their produce from other nations ; 
and of the excess nothing would be deducted for 
the maintenance and repair of funds and instru- 
ments.* Whether this something more would 
be of any advantage to the nation that received 
it — whether it would tend to give honest and 
useful employment to those who have nothing 
but their mental and physical ppwers to depend 
upon, and contribute to the general happiness 
of the society, and be of any disadvantage to the 
nation that paid it, will be the subject of consi- 
deration in another part of this work. 

Though those who labour as instruments in 
production, preparation, or distribution, are a 
portion of the national instruments that are to be 
maintained in a state of efficiency out of the 

* This proposition will be adverted to in the second and third books, where 
I treat of our Eastern possessions. 
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great mass of floating capital, and are too often 
^ery coldly considered as mere machines, they 
are an essential part of the society; and what 
they receive for enjoyment, is a portion of the> 
net revenue or enjoyment of the society, as much 
as that portion which the proprietors of funds and 
instruments receive for enjoyment.* The whole^ 
therefore, that is taken from the great mass of 
floating capital to maintain the instruments em- 
ployed, is not a reduction from the net revenue. 
But we do not consider the brute animals as a 
part of the society, though they also have '* suos; 
impetus et rerum appetitus;" and what we take 
to maintain them must be considered as a de- 
duction from the net revenue of the society, as 
much as that which is taken to maintain in a 
state of efficiency the inanimate instruments 
which have neither impulses nor appetites of 
their own. 

The labourer who works for his wages in a 
state of freedom is a productive machine, of 
which he is himself the proprietor. It was form- 
ed by his parents out of means employed without 
a view to a return in profit, for few men find or 
expect much pecuniary profits from the labours 
of their children ; but the gratuitous gift the man 
employs with a view to a return in his wages. 

* Whether we admit what slaves receive as a part of the net revenue and 
enjoyment of the society or not, must depend upon whether we consider them a 
part of the society or not. 
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The food and the clothing, necessary to main- 
tain and support him in a state of efficiency, are 
at once his net revenue and his . capital ; he at 
one and the same time enjoys them as his net 
revenue, and employs them as his capital, to 
maintain and support, the machine of his mental 
and physical powers. These necessaries embrace 
not only what his absolute physical wants demand, 
but all that the rules of decency in the society, of 
which he is a meinber, requires that he should have. 
What he receives as the wages of his labour over 
and above what may be sufficient to provide him 
with these necessaries, he may enjoy as a luxury, 
or he may employ with a view to future returns in 
profits — he may employ it in the formation or 
purchase of another machine ; or he may employ 
it in securing directly or indirectly a claim upon 
one. A cultivator, for example, might employ 
it in the purchase of another pair of bullocks and 
a plough; or he might employ it as his revenue 
in the maintenance of a wife and children, 
whose society and endearments would be his 
enjoyment. 

But if to the expectation of profits from our 
ploughs and bullocks, we could add the enjoy- 
ments we derive from the society and endear- 
ments of a wife and children, they would be liable 
to increase beyond our means of employing them 
profitably, and society would in time have a glut 
of them. Those who had them might still find 
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their enjoyments in their society, but theiy would 
-cease to derive profits from their employment. 
So of ships, carts, steam-engines, &c. &c. God 
has for wise purposes given us a feeling of enjoy- 
ment in the possession of a wife and children, by 
which the race of rational instruments is pre- 
served, though no man in a state of freedom 
expects much profit from their employment. 
Without the expectation or the hope of deriving 
any pecuniary profit from the rational instruments 
they may furnish to society in their children, 
men find a sufficient motive to form and supply 
them: and indeed we are told, that so very 
strong and powerful is this motive alone, that 
war, famine, and disease are necessary to counter- 
act it ! But when to this motive which we find 
in the mere endearments of a wife and children, 
is superadded the hope, expectation^ and even 
assurance of a pecuniary profit from their em- 
ployment, the supply of rational instruments ih- 
creases with infinitely greater rapidity. The 
people of America, having an extensive and fertile 
soil to receive the application of the mental and 
physical powers of their rational instruments, 
could not, with both the enjoyment, and the hope, 
and assurance of a profit from their employ- 
ment, operating simultaneously as a stimulus, 
form them fast enough ; and were therefore urged 
to plunder, purchase, or invite them from other 
countries; while the unfortunate people of Ire- 
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land, though they have long ceased to derive or 
to hope for any profit from these instruments^ 
find, that they form them too fast. Stimulated 
by nothing but the enjoyment, they form them so 
fast, that instead of deriving any profit from their 
employment at home, they beg all surrounding 
nations to take them from them, gratis, as a spor 
cial favour. 

We learn, however, from what seems to be 
considered very good authority in England, that 
the Irishmen formed now are not at all the same 
things as those formed in days of yore, when Irish 
landlords lived upon their own estates, and su- 
perintended the making of them. Now that these 
great proprietors are occupied in making, or su- 
perintending the making of children in Italy, 
Holland, France, Spain, Germany, England, and 
every other country but their own, it is demon- 
stratively proved^ that Irishmen have lost all those 
mental and physical powers, which, as rational 
machines, they require ! No man will presume 
to appeal to, facts with a demonsti^ation before him ; 
and we entirely deceive ourselves when we supr 
pose, that we find any mental or physical powers 
in an Irishman ! Nothing can possibly be more 
clearly demonstrated than this entire loss of 
powers among the Irish ; and though as machines 
they may find their way into England and, other 
countries, nothing can be more absurd than to 
suppose, that they can any where be adapted to 
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employment. Mr. M*Culloch proves man to be 
a machine — a portion of the national capital, 
*' and as much the produce of labour as any other 
** machine." * But machines that form a part 
of the national capital, whether ships, steam-en- 
gines, power-looms, or men, must, he proves, of 
necessity, be always capable of finding equally 
profitable employment, as long as they are 
equally well made, and adapted to employment.^ 
But the men of Ireland cannot find employment ; 
and nothing can be more clearly demonstrated, 
than that they are no longer adapted to employ- 
ment, having lost their powers in every branch 
of industry but that of men-making. That the 
Americans find more employment for their men 
must be because they are better made, since we 
learn fi-om the same authority, that the extent and 
fertility of the soil, open to receive the applica- 
tion of their powers, can have no possible in- 
fluence upon the capacity of a nation to employ 
labour. ^ This depends upon a little incompre- 
hensible thing called capital, which is to men's 
hands, what music is to women's and children's 
feet. 

But this entire prostration of strength, both 
mental and physical, among the Irish, may be 

* Principles, p. 92— 94. 115. t Ibid. p. 378—380. 

X Ibid. p. 327. What in the name of God can a wide and extensive territory 
of fertile soil require to give employment to honest and industrious men, but a 
sensible government and sensible proprietors 1 Poor Ireland has neither the one 
nor the other ! 

U 
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proved from another great authority in Europe. 
M. Say considers " a full grown man an accu- 
** mulated capital ;" and he also demonstrates, 
that all capita] must always be capable of finding 
employment.* But Irishmen cannot find em- 
ployment ; and they cannot, therefore, be full 
grown men. The same author demonstrates^ ^* that 
*' the loss of every weU and full grown man is a loss 
" of so much capital to the nation ;"t stnd as Mr. 
M'Culloch proves, that Ireland loses every year 
thousands and tens of thousands of men in emi- 
gration, and yet loses no capital whatever, it is 
again demonstrated, that Irishmen are not ^* weU 
** and full grown men.'' We see, or at least the 
women see, very handsome and well*formed sons 
of Eiin ; but we are liable to be much deceived 
by our senses ; fend liieir evidence ought never to 
be opposed to a demonstration of tihe Bicardo 
school ! They are really all diminutive in body, 
and imbecile in mind — there can be no doubt of 
it! 

But not to treat a serious ^subject with too 
much levity, the only moral checks we have to 
this glut of rational instruments, arising from the 
enjoyment we derive from the possession of a 
wife and children, is to be sought in two other 
selfish feelings, as Malthus and Sismondi have 
sufficiently shown. The desire to enjoy the so- 

* M. Say's Principes, b. ii. chap. vii. sect. iv. 
t Ibid. b. ii. chap. xi. sect. i. 



Outline of d New Systeni. 29 1 

ciety of a wife and the endearments of children 
iB^ no doubts a selfish feeling; but when God 
told us '* to increase and multiply," he knew that 
the frailty of our nature was so great, that with* 
out giving us enjoyment in the discharge of this 
duty, we should neglect it, as we neglect all 
others from which we expect neither pleasure nor 
pirofit. The feelings by which the indulgence of 
this is kept within due bounds, are : 1st, the de^ 
sire to enjoy or accumulate, ourselves, what a 
wife and children would enjoy or consume : 2nd| 
the aversion to see those who must necessarily 
be above all dear to Us, exposed to want, or to 
the humiliation of descending in the scale of so-^ 
ciety. Where men are in the lowest scale 
already, they have nothing to apprehend for their 
children but absolute want ; but where men have 
raised themselves, or have been raised above this 
iicale, they have some thing more to dread. 
*' La pauvret6, c'est k dire, pour chaqUe condi* 
'' tion, une degradation du rang ou Thomme qui 
^' va choisir a vecu, est un ihal bien r6el, bien 
** connu, et au quel il n'exposera pas volmitifere- 
" ment les 6tres qu'il aime, si'l cherche son bon- 
" heur dans la sympathie ; aU quel il ne s'expos*- 
'* era pas lui meme s'il veut assurer bob bonheur 
'* par Tegoisme/' * 

In the formation and maintenance of the brute 
aiid inanimate instruments of production, pre* 

• Nouveau* Principer, Liv. vU. ehap. i. 

u 2 
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paration, and distribotion, there is no peculiar 
enjoyment ; and we no sooner cease to expect a 
profit firom them, than we cease to form and 
maintain them ; but in the formation of our ra- 
tional instruments, we have a peculiar enjoyment ; 
and though we cease to expect any pecuniary 
profit fi'om them, we do not cease to form them. 
When children cease to find that profitable em* 
ployment at home, which might enable them to 
contribute something towards the support of their 
parents, they are sent into distant countries; 
and when in these countries they cease to have 
it in their power to send home any portion of 
their earnings, or any tokens of their grateful 
recollections and filial piety ; when they cease 
to have any hope of returning to the bosoms of 
their families, we still form and send them into 
distant exile ! Even the less selfish feeling of 
aversion to see those who are necessarily so dear 
to us, reduced to live in want at home, or in exile 
abroad, is but a feeble check to the operation of 
that which tends to the multiplication of our 
species ; and societies, therefore, are reduced to 
depend a good deal foBr. support upon a check 
altogether selfish, the desire to enjoy, ourselves, 
what a family would require to maintain it. 
** Lorsque Ton prend une femme, lorsque Ton 
** compte trouyer le bonheur dans son affection, et 
*' dans cette de ses enfans, on a besoin aussi de 
'* voir heureux ces etres qu'on verra dependre de 
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^' soi. Les plaisirs de la vie conjugale et de la 
*' paternity, ou la sympathie, appellant rhomme 
" au mariage ; les besoins, la crainte des priva- 
** tions, ou fegoismey le determinent a vivre seul. 
" II tient la balance entre ses affections tendres, 
" et le soin qu'il prend de lui m6me," * &c. &c. 

But to return from the consideration of the ra- 
tional instruments to that of the great reservoir 
of floating capital, which they supply by their 
labours, if, in a society that depends entirely upon 
its own domestic resources, more be periodically 
taken for enjoyment than what the funds and 
instruments annually supply, over and above 
what they themselves require to maintain them- 
selves in a state of efficiency, this great reservoir 
must gradually diminish, and become in time 
exhausted. We must exhaust it, either directly, 
by taking from it more than what flows into it ; 
or indirectlyj^ by taking for enjoyment a portion 
of that part which is required to maintain the 
quantity and efficiency of the funds and instru* 
ments, thereby diminishing annually the stream 
which flows in. Suppose a society provided ex- 
clusively by rational instruments in a state of 
slavery (and this was nearly the case with that of 
Sparta), if people draw out for enjoyment from 
the accumulated store of produce more than pe- 
riodically flows into it, it must of course soon 
become exhausted ; and it would also soon be- 

* Nouveaux Principes, Liv. vii. chap. i. 
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come exhausted if, drawing out continuallj the 
same quantity, the free men took a portion for 
their own enjoyment of that which WM necessary 
to maintain the 8la?ea, and thereby diminished 
either their number or efllciei^y. Less and less 
would flow in. while the same quantity would be 
continually drawn out, till the great store dis- 
appeared. 

If less he periodically taken from this great 
resenroir for enjoyment than what the fimds and 
instruments periodically supply, over and id>ove 
what they themselves require to maintain them 
in a state of efficiency, the surplus must either be 
left behind in the great ma^s to accumulate^ or it must 
be taken and invested in the funds and instruments 
to augment their number and improve their effioi* 
ency. If it be left in the great mass, there must 
be stagnation and glut ; because it must he left in 
the possession of those whose incomes and aul>r 
sistence depend entirely upon its being acM for 
consumptieai, and drawn out of this mass; a^ 
their wages and profits must be paid by those 
who draw it out for m^yment or consumption, 
or be net paid at all. If^o one will draw it out 
for enjoyment or consumption, it is manifest that 
they can neither have profits nor wages. It rnqst 
be, in some stage or other of its progress, with 
the instruments or the proprietors of instrum^its 
employed in the production, preparation, or disr 
tribution of it; sijid if not dr^wp out for enjoy- 
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ment or consumption with one or other of them 
must it stagnate. 

If we continue to drain from the great mass^ 
but refrain froin enjoying the whole of what 
we take out^ in order to augment the number 
and improve the efficiency of the funds and 
instruments^ there must be in time glut and 
stagnation, either in the instruments themselves^ 
or the produce which they supply. A glut 
of inanimate instruments might be no great evil 
in society, as playthings might be made of them; 
nor would, perhaps, a glut of brute animals be a 
very great mischief, as we could easily eat or 
destroy them, when they became inconvenient^ 
though they also have ** suos impetus et rerum 
" appetitus ;" but when there is a glut of rational 
instruments, we can neither eat nor destroy them^ 
unless we revert to the good old times of Plato 
and Aristotle, when philosophy prescribed murder 
as a very good remedy for such an inconvenience ! 
When invested in fiinds and instruments it must« 
as in the other case, though in a diflFerent form, be 
still left in the hands of those whose incomes and 
subsistence depend u^n the employments of 
these funds and instruments ; and that employ- 
ment which consists in pouring into the great 
reservoir a continued supply, must necessarily 
depend upon a steady dr^in from it for enjoyment 
or consumption. • 

We retrench in our immediate enjo3rment6 
with a view to secure, directly or indirectly^ a 
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claim upon the annual returns of some fund or 
instrument. We form instruments and funds our- 
selves — breed bullocks, make ploughs, and bring 
lands into tillage from an unappropriated waste, 
like the people of America and New Holland, for 
example, or we lend the means of doing it to some 
other people ; and we thereby secure a claim 
upon them directly — or we lend these means to 
the Government, or to some third person who has 
a claim secured upon the proprietors of funds and 
instruments ; and, thereby, we secure our claim 
upon them indirectly. These funds and instru- 
ments supply to the great reservoir, besides what 
is sufl&cient for their own support, a certain quan- 
tity for enjoyment ; and what we retrench in 
our share of this quantity, and lend to others 
with a view to secure a claim upon their returns, 
is either enjoyed by them or invested in funds and 
instruments. If it be enjoyed by them there is 
in the aggregate nothing at all saved — what we 
have added to our future incomes by present 
sacrifices, others have reduced from theirs by pre- 
sent enjoyments. What has been saved and em- 
ployed productively by some, has been consumed 
unproductively by others. The landlord, for ex- 
ample, may forego the enjoyment of that portion 
of the annual returns which is due to him as rent, 
and lend it to the farmer ostensibly to enable him 
to provide more instruments for the cultivation of 
his farm; but the former may spend it all in 
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marriage feasts. He has the same funds and in- 
struments employed in the same state of effici- 
ency ; and they give him the same annual returns ; 
but upon these returns he has now incurred a 
claim for interest, superadded to all the claims 
that had before been secured upon them. His 
future ^ income is diminished in proportion as that 
of his landlord is increased ; and though his land- 
lord has employed his savings profitably, as far as 
regards himself, he has not employed them pro- 
fitably as far as regards the society in general — 
whether he or the farmer enjoys the means is a 
matter of indifference to the society in general, 
as long as they are enjoyed in the same manner. 
Were our Indian Government for the next three 
years to lend to the farmers and cultivators all 
the rent demandable from them, according to ex- 
isting engagements, the probability is, that nine 
tenths of it would be spent in marriage feasts ; 
and the merits of that Government should always 
be sought in a judicious expenditure of what is 
levied fi:'om the people, and not in the smallness 
of its impositions. 

But, if what we save and retrench from our 
immediate' enjoyments, be added to the quantity 
and efficiency of funds and instruments, a pro- 
vision is made in the increase of their annual sup- 
ply for the fulfilment of the claims we have 
secured upon them. In proportion as we have 
saved they have increased the stream of th^ir 
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annual supply to the great reservoir. But if we 
all continue to save and lend with the same view 
-—if, in order to do so, we limit our enjoyments 
to the absolute necessaries of life — ^we shall none 
of us drain from this great reservoir any thing 
hut the absolute necessaries of life. If we drain 
any thing more from it, it can only be with ^a view 
to invest it in these funds and instruments. But 
no other fUnds and instruments would be em*^ 
ployed to pour in their annual supply than those 
whose supply we continued to drain out ; and we 
should continue to drain out only the simple 
necessaries of life for our own enjoyment, and 
the materials we required to form and maintain 
the instruments that supply them. All the funds 
and instruments which supply our luxuries and 
conveniences would cease to be employed ; and, 
consequently, cease to be formed and maintained; 
and thus society, by a system of saving and re- 
trenchment would be brought back to its prim- 
five state of agricultural simplicity.* 

* M. Say says, that what the rich spead in conveniences, htxuries and ele- 
gancies, deprives the poor of their necessaries — it is i^ poilioa of vajpe^ vdudi^ 
given to productive Labour^ would employ those now left idle; and th« gold 
buckles and fine clothes he wears, deprive the labourers of shirti. Vol. ii. b. iii. 
obap. V. p. 966. This is very idle reasoning ! Are not labowers emabled to boy 
^leir food and their shirts out of the wages they leoeive for making and providiBg 
the buckles and clothes 1 and if no man would wear the clothes or the buckles, 
would these not cease to have value in exchange ; and to give any man the 
ability to buy the pFodvoe of another man's industry 1 Is it not for the most p«rt 
the very labour, which he supposes unemployed, that gives the value to the buckki 
and clothes, or the wages paid for it? And if no labour had been employed 
upon them, would tk^ have any vahie at idlT If societies wem to adopClai 
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Aa we refused to enjoy what iastruments could 
be made to provide for our enjoy meat, we should 
at last be constrained to enjoy the instruments 
themselves, AH our commercial and manufactur- 
ing industry and wealth would by degrees dis- 
appear ; and England would become a nation of 
Brahmins or Spartans. Spain, as I have already 
stated, reduced herself to the necessity of enjoy- 
ing her instruments instead of what they could 
have been made to produce^ not by refusing to 
^j^Qy, but by having nearly all that was required 
for enjoyment purchased from the funds and in- 
struments of other nations by the precious metals 
drawn in piiiblic tribute and private incomes from 
her American possessions ; and had Spain, instead 
of caging h^ men wp m omvent^^ employed them 
in her armies* she might have been mistress of the 
civilised world. Rome was reduced to the same 
necessity by the same means, of public tribute 
and private incomes, drawn from distant posses- 
sions. The great mass of the people in such states 
can have no independent claim upon the public tri- 
bute and private incomes drawn from such posses- 
sions—they must depend upon the employment of 
their mental and physical powers for subsistence ; 
and their subiatence must be at the disposal of 
those few who have these claims. In Rome the few 

T'liii t ii i Hi lt r. n » II i i i i *. iit y iiiiiii ii f ii li j fjufAi 'i Ji 

system Qf letrejiclua^u^^ tb^ would z,i. " Q^Q. fell &wQop" aAmlulal^ t^ greater 
part of their material and intellectual stock, their su^wtances vest^ wit|;i ex- 
ehaageaible valine, aad the» wealth ! I 
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employed the many in civil broils — in Spain they 
employed them in prayers and religious proces- 
sions. The one lost the world; and the other 
lost the opportunity of acquiring it. England 
has not yet had the wisdom to see and profit fully 
by the eiTors of both. 

It has happened, as I have already said, in 
political economy as in religion and philosophy, 
that the truths which emanate from a great mind 
have been neglected and forgotten, while the 
errors have been seized on with avidity and made 
the foundation of sects, schools and systems. 
The conclusion, that the employment of the 
people depends entirely upon the accumulated 
capital of society, is founded upon some few 
errors in the great work of Doctor Smith. These 
errors arose from accidentally confounding univer- 
sal and particular terms. As the conclusion is of 
great practical importance, and as its truth, like 
that of many other conclusions of equal impcMt- 
ance, seems to be admitted without any careful 
examination of the grounds upon which it has 
been formed, I venture to hope, that the reader 
will give me his attention, if I treat the subject 
at some length. 

Doctor Smith considered capital to be that por 
tion of the national stock, which is employed, or 
is held to be employed, with a view to a return in 
profits ; and to add a value in exchange to some- 
thing from which that return was to be paid ; and 
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he considered that labour to be productive, which 
adds such value in exchange to the object upon 
which it is employed. Capital could, therefore, 
pay the wages of such labour only, as should be 
employed with a view to a return in profit, and to 
add value in exchange to the object upon which 
employed ; and revenue^ or that portion of the 
national stock, which is employed without any 
view to a return in profit, must pay all the rest. 
This revenue employs the people it maintains, un- 
productively of profit to the employer, and of 
value in exchange to the object upon which em- 
ployed. But the greater part of the useful labour 
of every society is employed in giving profit to 
the employed, and adding value in exchange to 
the object upon which it is employed; and it is, 
therefore, employed by capital in this sense of the 
term. The conclusion of Doctor Smith, " that it 
" is the stock which is employed with a view to 
" profit, that puts into motion the greater part of 
" the useful labour of every society," * is strictly 
and indisputably true. It is afiirmed that capital 
employs a part of a part of the labour of every 
society. . 

But there is much labour employed in every 
society, that is not in Dr. Smith's sense of the 
term usefully employed; and much labour very 
usefully employed that neither adds value in ex- 
change to the object upon which it is employed, 

* Wealth of Nations, vol. i. b. i. chap. ii. p. 396. 
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nor gives any returns in profits to the etoployer. 
As an instance of the first, I may mention the 
tens of thousands employed in India, in carrying 
on their backs the waters of the river Gangefl^ 
fi'Om its embouchure in the mountain snowd, to 
all those districts through which the river flows to 
the sea, as well as to those through which it does 
not flow. Wealthy individuals employ and main« 
tain them, and with the waters they bring they 
wash their idols.* As an instance of the second^ 
I may mention the thousands now employed, and 
the tens of thousands or millions formerly em- 
ployed, in excavating reservoirs, forming bridgel^, 
quays, &c. and planting groves and avenues of fruit 
trees. These were, unquestionably, very usefully 
employed ; but they neither added value in ex- 
change to these objects, nor gave profit to the 
employer. Instances in abundance from the sys- 
tem of society in Europe will suggest themselves 
to my reader. It is therefore abundantly evident, 
that if we affirm that capital, in this sense of the 
term, pays all the labour, or all the useful labour 
employed; or that all the labour, or all the useful 
labour of society is employed by capital, or de- 
pends upon capital for employment, we aflSrm 
what is not true. 

If I use the term capital in the sense in which 
Dr. Smith uses it, that is, a particular term, signi- 

* We may add^ the Brahmin Priests employed in these temples, and the 
monks of Spain, Portugal and Italy migbt have the honor of a place. 
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lying that portion of the stock which is employed 
with a view to profit ; and affirm, that it employs. 
or pays all useful labour, or all labour, — I violate 
an essential rule of logic, which requires that the 
terms shall never be taken more universally in 
the conclusion than they are in the premises. I 
take the term as a particular in the premise, as 
only a part of the national stock ; but in the conr 
elusion, I take it as an universal, signifying the 
whole of the national stock. Dr. Smith has in 
some few parts of his great work inadvertently 
committed this error; and later writers have as- 
sumed these errors as truths, to disprove his most 
just and most important deductions. He has 
sometimes taken the term capital to mean '* the 
" funds destined for the maintenance of productive 
labour;'' and sometimes to mean ** the funds de- 
** stined for the maintenance of all labour;'' and it 
has therefore been sometimes taken in one sense 
in the premise, and in another in the conclusion. 
For example, he says, " capital employs the 
** greater part of the useful labour of every so- 
ciety."* In another place, " capital employs aU 
** the useful labour, &c. &c."t In a third place, 
he says, " The portion between capital and reve- 
** nue regulates the proportion between industry 
** and idleness in every society. "J In the first 
proposition the term is strictly limited^ and the 

* Vol. i. book i. chap. zi. p. 396. t Vol. ii. book ii. chap. iii. p. 9— -12. 

t Vol. i. hock i. chap. iz. p. 141. 
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conclusion just; in the second, it is made more 
general, and the conclusion is unsound; in the 
third, capital is assumed to pay and employ all 
the labour, and is an universal term, and the con- 
clusion is still more unsound. Again he says, 
very justly, that when the efficiency of the men 
employed is the same, the quantity of produce 
they supply is in proportion to the number use- 
fully and productively employed ; but the second 
term of this proposition, that the number of men 
usefully and productively employed, is in every 
society in proportion to the quantity of capital 
stock employed in setting them to work, is alto- 
gether unsound ; the proposition involves a fal- 
lacy, and the conclusion is erroneous.* A great 
part of the stock employed in maintaining useful 
labour, is in every society employed, not as capi- 
taly but as revenue^ without a view to profit. The 
man who forms a canal, a bridge, or a quay, or a 
church to bestow gratuitously upon the society, 
forms as useful a work, and employs labour as 
usefully, as the man who makes one to sell* Thfe 
fallacy of the proposition consists in confounding 
the terms useful and productive^ when productive 
means merely productive of profits to the em- 
ployer, and exchangeable value to the object. 

Sir James Steuart has justly observed, '* that 
*' we sometimes substitute a complex term in one 
** sense and sometimes in another; and draw con- 

* Wealth of Nations, Introduction, vol. i. p. 3. 
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'* elusions as if it expressed a fixed determinable 
"idea;" and nothing has, I believe, been a more 
fruitful source of error and perplexity in the sci- 
ence of political economy. When Mr. M^CuUoch 
argues, that the employment of the people of Ire- 
land depends entirely upon capital, he uses the 
term as an universal, including all that he assigns 
to it in his definition : " Every thing in the na- 
'* tion, that can either directly contribute to the 
" support of man, or assist him in his Iglbours, 
" without regard to whether it does or does not ac- 
•' tually so contribute."* But when he affirmed 
that the Irish absentees take no capital from Ire- 
land, he reduced the term to a particular, signify- 
ing only that portion which is employed with a 
view to a return in profit to the employer. The 
conclusion, that they take nothing from Ireland 
on which the employment of the people depends, 
is therefore manifestly unsound. f If in the second 
term of the proposition we understand capital to 
mean what it means in the first, the affirmation on 
the truth of which the conclusion depends, must 
necessarily appear to us untrue; because he ad- 
mits, that they take some millions a year in food 
and clothing, and these can both be made to " con- 
'* tribute to the support of man." 

What we can with truth affirm of the genus, we 
ought to be able to affirm with truth of the spe- 

* Principles, p. 92. to 115. Vide chap. p. 94-95. of this work. 
t See his paper in the Edinburgh Review, No. 85, article Absentees. 

X 
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cies and individuals; but that may ^t^ truth be 
affirmed of the individuals and species, which 
cannot with truth be affirmed of the genuB. To 
affirm of the genus, what cannot be affirmed of 
every individual, merely because I can affirm it of 
some individual, and wish to affirm it of others, is 
&llacy. For example ; I want to affirm of my 
friend's black spaniel, that he is white ; and I be- 
gin by saying, '' My dog is white ; he is a pcmiter 
" — pointers are therefore white. Pointers 
'* are dogs — dogs are therefore -white. Your 
" spaniel is a dog — he must therefore be white." 
This process of reasoning would no doubt appear 
to my friend very absurd, and very nearly allied 
to Locke's definition of madness ; but it would be 
hardly more so than much of the grave reasonii^ 
of political economists. It is more obviously so, 
merely because the terms used are more clearly 
defined, and better understood. 

It cannot, for example, be affirmed of capital, as 
an universal, in the sense in which Mr. M'Culloch 
defines the term, that it necessarily pays and em- 
ploys labour, or that labour depends upon it for em- 
ployment, because the same cannot be affirmed of 
some of the individuals and kinds, that compose the 
universal term. Steam and gas-vacuum engines, 
power looms, &c. &c. instead of giving employ- 
ment to men, may supersede their employment. 
If mankind would continue to enjoy only the same 
things in the same quantity, every one of these 
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instruments must send a number of men who have 
nothing but the employment of their mental and 
physical powers to depend upon for subsistence, 
out of the world, or at least out of the country in 
which they were made to operate ; unless we 
should be content to employ them as they do in 
Spain, or as they did in Rome. There are many 
articles of capital which add nothing to the mass of 
employment for labour, and on which that employ- 
ment does not in any degree depend ; but on this 
subject, let the great advocate for capital speak for 
himself. The employment of labour depends al- 
together upon the accumulation of capital.^ But 
it does not depend upon the accumulation o{Jia;ed 
capital^ only upon that of floating capital t ; but 
it does not depend upon the accumulations of 
all the parts of floating capital, only upon that 
part which consists in clothing and provisions for 
the labourers.^ But the provisions for the la- 
bourers are of all the parts of floating capital the 
most perishable, as " a granite quay may be con- 
** sidered of all parts of the fixed capital the most 
** durable."^ So very perishable are these provi-^ 
sions, on the accumulation of which the employ- 
ment of labour entirely depends, that they will 
not admit of accumulation, and are, consequently, 

* M'Culloch's Principles, p. 96. 102. 104. 111. 327. 

t Principles, p. 183, 184. % Principles, p. 199. 327. 329. 377. 

§ Ibid, p. 247. 

X 2 




308 Outline of a New System. 

nowhere accumulated. The employment of la- 
bour must, therefore, depend exclusively upon the 
accumulation of a thing that admits not of accu- 
mulation, and is nowhere accumulated. I quote 
Mr. M'CuUoch not as the founder of a system, but 
as the expounder of a system already founded. 
He merely follows Mr. Ricardo, who had adopted 
Dr. Smith's errors in preference to his truths. 
Dr. Smith had, incidentally, declared the employ- 
ment of labour to depend upon the accumulation 
of what admits not of accumulation, — upon that 
part of floating capital exclusively which he ac- 
knowledges to have no durability. He declares, 
and Mr. Ricardo and Mr. M'CuUoch follow him 
in the declaration, that this employment depends 
in no degree whatever upon the only part of the 
floating capital.that has any durability, money; and 
of every other part, or nearly of every other part, 
the annual supply is equal or nearly equal to the 
quantity in use.* 

If there be any truth in my reasoning, and the 
proofs of its truth are drawn from the admissions 
and affirmations of those whose doctrines I dis- 
pute, capital, as an universal or general term, 
could be considered to have the employment of 
the people depending upon it, merely upon the 
ground, that their subsisteQce and employment 
depended upon one of its component parts, that 

* Wealth of Nations, vol. i. book ii. chap, i., ii. p. 418, 419. 434. 
440. 437. 
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is, the provisions of the labourer. To argue, that 
the employment of labour depends exclusively 
upon capital, because it depends upon subsist, 
ence, and subsistence is a part of capital — and 
that it depends upon steam engines and power 
looms, because they also are a part of capital, is 
just as absurd, and is indeed the same thing, as 
to argue that my friend's black spaniel is white, 
because my pointer is white. If employment de- 
pends upon subsistence, it depends as much upon 
that subsistence which a gentleman gives for la- 
bour in his park and in his flower-garden, as upon 
that which his farmer gives for labour in his 
fields. 

But we may refer to the great work which 
Mr. M'CuUoch has considered ** as more original 
** than the Wealth of Nations, and equally prof ound^ 
Population is regulated by the funds destined to 
maintain and employ the people. Capital is those 
funds; it must therefore be regulated by capital.* 
The rent of land must be regulated by the popu- 
lation, but the population is regulated by capital ; 
the rent of land must therefore be regulated by 
capital.-^ Where the lands are fertile, this capital 
may increase faster than the population, so rapidly 
that labourers and people cannot keep pace with 
it. J In all these arguments one might suppose 
that nothing more was meant by the term capital 



* Ricardo's Principles, Ist Edition, p. 560. 
t Ibid. p. 68. t Ibid. p. 98. 
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than subsistence ; but it would appear otherwise, 
as Mr. Ricardo says, " Mr. Malthus supposes 
^' that population is increased by a previous pro- 
" vision of food; but it is not abundance of food 
** that raises up demanders, but abundance of 
** demanders that raises up food; and these de- 
" manders are raised up by capital.''* Nothing 
can be more absurd than such reasoning. What 
Mr. Malthus had affirmed o{ food, Mr. Ricardo 
denies, and says can be affirmed only of capital, 
by which term he can mean only the same thing 
in all the propositions in question.-l" All these 
perplexities arise from a desire to found a system 
upon the accidental errors of the great father of 
the science. 

It will perhaps appear to the reader, as it does 
to me, that the whole of the doctrine, that employ- 
ment depends upon capital, resolves itself into 
this plain and simple proposition, that the sub- 
sistence of a people depends upon the quantity of 
the necessaries of life available for their subsist- 
ence; and that those who have no other claim 
upon the available necessaries of life than what 
the employment of their mental and physical 
powers may give them, must depend for their sub- 
sisence upon those that have. Those who have 
the command of those necessaries, may employ 

• Ricardo's Principles, p. 560, 561, 562. 

t Mr. M*Culloch uses " means of subsistenoe" and "capital" as convertible 
terms, p. 377. 
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those who subsist upon them, either profitably to 
themselves, unprofitably to themselves, but use- 
fully to others, or uselessly to all ; or they may 
maintain them in idleness. They offer the use 
of their mental and physical powers in exchange 
for subsistence ; and the mode of employing them 
is left to the views, tastes and intelligence of those 
to whom they are offered. 

When Dr. Smith attributes such beneficial ef- 
fects to the national employment, from a general 
disposition to save and retrench irom immediate 
enjoyment, in order to employ what is saved as 
capital, with a view to a return in profit, he is 
reasoning upon his own accidental errors, as esta- 
blished truths and admitted principles. The fol- 
lowing conclusions are always assumed as truths 
by him, and by all those who have followed him in 
the same arguments. Firstly ; Capital only gives 
employment to labour. Secondly ; Every saving 
in expenditure, is added to capital ; and, therefore^ 
puts into motion an additional quantity of industry. 
Thirdly ; What is annually saved is as regularly con- 
sumed as what is annually spent, but is consumed 
by a different set of persons.* Enough has, per- 
haps, been said, to convince the reader that the first 
of these conclusions is unsound, that the propo- 
sition in which it is assumed, as a truth, for a 
premise, involves a fallacy ; and that the conclu- 
sion deduced cannot be just. Doctor Smith has 

*■ Wealth of Nations, vol. ii. book iir chap. iii. p. 4. 
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himself proved, that the employment of labour 
depends upon that portion of the floating capital 
which consists of food and clothing for the la- 
bourers, with whatever view it be drawn out and 
employed by those who command it.* It is capital 
while it remains in the great reservoir; that is, in 
the hands of those occupied in the supply; but 
when it is drawn out, it is or is not capital, just 
as the person who draws it out may employ it ; 
and whether he subsists and clothes with it peo- 
ple employed for his profit or his pleasure, He 
equally employs labour ; for his profit, he may 
employ them in weaving lace ; for his pleasure, he 
may employ them in building a palace, a church, 
a college or an hospital. In this conclusion, as I 
have already shown, the term capital is used as an 
universal, comprising all the stock and subsist- 
ence of society; whereas in his general reasoning. 
Doctor Smith defines it to be a particular term, 
signifying that portion which is employed with a 
view to profit, and which pays the wages oi a part 
of a part of the whole labour of society. 

In the second conclusion, it is used as a parti- 
cular term, in the sense in which he generally 
employs the term ; but a fallacy is involved in the 
proposition, and the conclusion is unsound. He 
supposes that what we retrench from our expen- 
diture for enjoyment y we add to that {or profit , and this 
we may do ; but when in the conclusion he afiirms, 

* Waalth of Nations, vol. i. book ii. chap, i., ii. p. 418 to 440. 
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" that every such saving must put into motion an 
^* additional quantity of industry," tlie term is 
taken in a larger sense in the conclusion than it is 
in the premise. For example, suppose that this 
year I employ a thousiand men upon a canal, with- 
out any view to profit, merely for the gratification 
of employing them honestly and usefully, and from 
the desire to give society the gratuitous benefit of 
a good work; but that next year I take a sav- 
ing fit, and employ this portion of my revenue 
as capital, making those who require to use my 
work, refund to me the amount of the subsistence 
I gave these people — I have added nothing to 
capital as an universal term; because the same 
thousand men are employed out of the same 
quantity of subsistence, upon the same thing. < I 
have, therefore, added nothing to the aggregate 
quantity of labour employed in the society. But 
I have added to the capital, as a particular term, 
implying that portion of the subsistence, which is 
employed with a view to profit; and I have added 
to the quantity of labour employed with that 
view, by taking precisely the same quantity from 
that employed for my pleasure. I have added to 
capital ; but I have not ** put into motion an ad- 
** ditional quantity of industry." 

But we may not be able to add to capital, even 
as a particular term, what we save and retrench 
from our expenditure for enjoyment; and if w* 
cannot, we diminish instead of increasing the ag^i 
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gregate amount of employment by such savings. 
Doctor Smith has himself shown, and it is one of 
his great truths, too much neglected in the love 
of his errors, that all which periodically flows 
into the great reservoir oi floating capital from the 
flj^ed capitaly or the funds and instruments of sup- 
ply, must be periodically drawn out for con- 
sumption ; * and he shows, that one portion is 
drawn out for consumption in enjoyment, as 
net revenue ; and the other portion for re- 
investment in funds and instruments, that is, 
the fixed capital. But of what is drawn out, 
that only can be usefully or profitably reinvested 
in these funds or instruments, which is adapted 
to their formation, maintenance, or repair ; while 
the things, the enjoyment of which we forego 
with a view to profit, are precisely the things 
that are not so adapted. We do not retrench 
in the necessaries which the rules of decency 
require that the labourers should enjoy, and we 
therefore save nothing for them : we do not re- 
trench in any enjoyment that we could give 
our plough-bullocks or cart-horses; nor in any 
thing that we could convert into manure for 
our lands, or materials for our carts, looms, or 
workhouses. We retrench in our luxuries and 
elegancies ; and as there are not adapted to in- 
vestment in funds and instruments, they would 
not be drawn out from the great reseryour at all, if 

* Wealth of Nations, vol. i. b. ii* chap. i. p. 418. 
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we did not refuse to draw them out for enjoyment. 
They would be left in the great mass of floating 
capital; and Doctor Smith himself proves, that 
they could not be long left there without glut and 
stagnation. 

The second conclusion is therefore unsound ; 
and in its error is involved that of the third, — 
viz. that what is annually saved or retrenched 
from enjoyment, is as regularly consumed, as 
what is annually spent or enjoyed ; but is con- 
sumed productively. If we were to forego the 
use of our tea, sugar, wines, lace, ribbons, silks, 
stockings, cutlery, furniture, and ornaments of all 
kinds, we should very soon find, that the stock 
in hand would stagnate in the hands of those 
now employed in providing those enjoyments, 
and be consumed very unproductively of wages or 
prqfitstoth&ni.* Our Spartan and Brahmin system 
might produce a good deal of simplicity in our 
enjoyment, but would produce little of wealth 
or employment to the people. No one will, I 
think, doubt the hypothesis, however paradoxical 
it may at first sight appear, that the people of 
Ireland have long been and still are, saving and 

* From page 390 to 402, j^. M'Culloch aigues for the necessity of con- 
suming luxuries in enjoyment; but in page 414, he argues for investing them 
all in machinery. " We cannot increase demand for labour any other way 
than by increa»ng capital ; parsimony increases capital, and therefore increases 
the demand for labour." If men can form their luxuries into machines, and 
will give these machines in playthings to their children, it will, no doubt, do just 
as well for employment as eating,.dnnking, and wearing them. 
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retrenching too much from their enjoyments, in 
order to accumulate capital, in the number of 
their rational instruments, which every man 
seems disposed to admit to be a very important 
part of it ; and those instruments want employ- 
ment merely because those who command, the 
means of their subsistence will not enjoy any 
thing that they can supply or impart, but will 
rather employ the rational instruments of other 
nations. They have not only retrenched upon 
the luxuries y comforts^ and conveniences . of life — 
they have not only retrenched upon those necessar- 
ries which the rules of decency in other societies 
require, but upon those which their own physical 
wants demand, in order to accumulate these ra- 
tional instruments, which form the most important 
part of the capital of every nation ! They have 
long accumulated them too much to derive, or to 
expect, or even to hope, any profits upon their 
employment; but they still save and retrench 
from their immediate enjoyments in order still 
further to accumulate them — as the Venetians 
and Dutch continued to save and retrench in order 
to form ships, when they could no further find 
employment for them. Had that enormous por- 
tion of the Irish population, who have nothing but 
the employment of their mental and physical 
powers to depend upon, enjoyed in their own 
persons what the employment of their own 
powers gave them, instead of saving and invest- 
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ing it in that part of the fixed capital which con- 
sists in " human machines y' as labourers have done 
in England, they would, unquestionably, have 
been more happy. 

The supply of this part of the fixed capital of 
Ireland being so disproportionate to the demand, 
the profits upon its employment, that is, wages, 
are necessarily very low ; and the disposition to 
save, to invest in this part of the fixed capital, and 
still further to accumulate it, must tend continuT. 
ally to reduce it still lower. If there be any 
truth in this, it will seem strange to those who 
have heard it proposed, as the only means of re- 
lieving the distresses of the country, to send over 
ship loads of steam-engines and power-looms from 
England, to assist the Irish *' human machines" 
in finding employment. Food and clothing it 
cannot be supposed that they want, because the 
philosophers, who propose to send them millions 
of English capital, admit that England and other 
countries take away in th^se things three or four 
millions a year as tribute from Ireland, without 
depriving them of one particle of any thing upon 
which the employment of the people depends. 
Money they cannot want, because the same sect 
of philosophers prove, that this is a part of the 
capital upon which the employment of the people> 
in no degree depends: if Ireland wants capital 
at all, it must therefore want it in steam-engines. , 

But the fact is, that the employment of the 
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people usefully in no country depends upon the 
accumulation of what is commonly termed capi- 
tal ; and that they have been employed usefully, 
as in Egypt under the Pharaohs and Ptolemies, 
and in Israel under David and Solomon,* with 
little or no accumulation of any such thing. 
Egypt, when in seven years of plenty she pro- 
vided for seven years of famine, had as much of 
the subsistence of the labourer as the most civi- 
lized nation of modern Europe; and the useful 
and judicious employment of the people depended 
upon the good sense of those who commanded 
that subsistence, whether they employed it as 
revenue or as capital. It is only incidentally 
that Doctor Smith ever aflSrms, that the employ- 
ment of the people depends exclusively upon the 
accumulation of capital ; nor is it the general ten- 
dency of his reasoning to prove it; but it wag 
his object to show, that an accumulation of capi- 
tal was necessary, not so much to the actual em- 
ployment of the people, as to the subdivision of 
their labours ; f and he shows, that even the 
subdivision of labour depends more upon the con- 
sumption and demand, than upon the accumula- 

* David and Solomon employed their people^ not by their capital, but by 
their revenue, in building temples. Leopold, Grand Duke of Tuscany, ex- 
pended, out of the revenues of his little territory, three millions upon his roads, 
to the great benefit of his country ; while Don Philip, Duke of Parma, could 
not, out of the resources of his, afford twenty-five thousand, to make a river 
navigable from Parma to the Po. Young*s Travels, vol. ii. p. 254. 256. Was 
the defect in the capital of the country, or in the head of the prince 1 

t Introduction to Wealth of Nations, vol. i. b. ii. chap. i. p. -408. 
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tion of capital.* Of that part of the floating 
capital upon which the employment of the peo- 
ple is said to depend, the annual supply is in al- 
most every country nearly equal to the quantity 
in use; and there is, consequently, scarcely in 
any country an accumulation. I will venture to 
affirm, that there is not at this moment in the 
richest manufacturing district in England, a 
greater quantity of the necessaries of the labourer 
compared to the annual supply, than in a district 
of India, where the industry is confined for the 
most part to agriculture. Where the material 
enjoyments of the people are greater and more 
varied, the quantity accumulated must be greater; 
but the annual supply is commonly greater in the 
same proportion ; and the ratio between them 
remains the same, A greater accumulation is 
indeed necessary, in proportion as industry and 
enjoyments are more limited and confined. 
Where there is by the extension of industry a 
greater variety of food, calamities of seasons de- 
stroy less, and render accumulations less neces- 
sary, to provide against them. Where extended 
industry has given a great variety of luxuries and 
superfluities, they are easily made to supply from 
other parts, the food which calamity of season 
may have rendered deficient in any particular 
part ; but where industry has not extended, peo- 
ple are reduced to the necessity of providing 

* 

* Wealth of Nations, vol. i. b. i. chap. iii. p. 26. 




320 Outline of a New System. 

against these calamities by their own accumu- 
lated stores. 

The accumulations by which the wealthy 
strength, and happiness of society are promoted, 
are in the fixed capital, or that portion upon 
which the employment of the people is not sup- 
posed in any degree to depend : in the improved 
powers of the rational instruments, and the 
augmented quantity and efficiency of the funds 
and inanimate instruments. In proportion to its 
territorial extent, England has, perhaps, accumu- 
lated more of these things than any other nation 
in the world, ancient or modern ; but with all 
these accumulations, there are perhaps few na- 
tions in the world where the employment for 
those who have nothing but their mental and phy- 
sical powers to depend upon, is more precarious. 
It was not a disposition to save and retrench 
from enjoyments, that extended industry in 
Europe, as may be shown from the great advo- 
cate for saving and retrenchment himself. It was 
a change of tastes, from the enjoyment of the 
instruments themselves^ in idle and licentious 
masses of retainers, to that which those instru- 
ments could be made to produce for enjoyment. 
Before industry extended beyond the cultivation 
of the soil, those subsisted upon the surplus 
produce were at the command of the great pro- 
prietors of the land; and had these great pro- 
prietors never consented to enjoy what merchants 
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and manufacturers could make these people sup- 
ply by their labour, they could never have been 
taken from their command. It was precisely be- 
cause their disposition to enjoy and consume 
kept pace with the disposition of merchants and 
manufacturers to save and accumulate, that the 
command of the instruments was transferred fro;n 
those who enjoyed them in personal attendance, 
to those who employed them in providing enjoy- 
ments. '* For a pair of diamond buckles, per- 
" haps, or for some thing as frivolous and useless, 
" they exchanged the maintenance of a thousand 
" men for a year, and with it the whole weight 
" and authority which it could give them."* 
" Haying sold their birth-right, not like Esau for 
" a mess of potage in a time of hunger and ner 
'* cessity, but in the wantonness of plenty, for 
" trinkets and baubles, fitter to be the playthings 
" of children than the serious pursuits of men, 
'^ they became as insignificant as any substantial 
•' burgher or tradesman in a city."t 

The instruments in men and their food were 
not necessarily more saved and accumulated after 
than before this great change in the constitution 
of societies. The men were converted, from 
being in themselves enjoyments, into the instru- 
ments for producing them. Instead of attending 
the great barons in their sports and their broils, 

* Wealth of Nations, vol. ii. b. iii. chap. iv. p. 125. 
t Ibid»TQl. iL b.m. cbap. iv. p* 12S^ 

Y 
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they brought them trmkets and baubles ; and 
laboured in peace under a sober and unsportmg 
merchant or manufacturer, Who, in exchange for 
these trinkets and baubles, got from the great 
barons their food. Had the great barons pre- 
ferred their sports and their broils, the merchants 
and manufacturers would not have had the com- 
mand of the instruments ; because those who had 
the means would not have had the will to purchase 
for enjoyment what they could have been made 
to produce. 

It is not so much the accumulation of capital, 
that is necessary even to the subdivision of la- 
bour, as the concentration of it ; nor is it so much 
the concentration oi capital itself i\\3X\^ necessary 
to this subdivision, as the concentrated command of 
it; whether that command consists in money, 
good paper, or good credit. The subdivision of la- 
bour requires that men should work in concentrated 
masses, and that the means of maintaining them 
and providing them with instruments and mate- 
rials should be concentrated in the hands of 
great farmers, great merchants, or great manu- 
facturers. Their so working in masses causes a 
greater flow of material enjoyments into the great 
reservoir, and a greater drain out ; but the an- 
nual supply ^ bears the same or nearly the same 
ratio to the quantity in hand ; and there is neces- 
sarily^no greater accumulation. What is annu- 
ally produced, is in the same manner, or nearly 
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the same manner, annually consumed ; and the 
only difference is, that instead of ten thousand 
men going to draw every one his particular part, 
ten men, or ten hundred men, draw for the whole. 
As the human instruments were themselves en- 
joyed in great masses by our feudal lords, so 
they are now employed and maintained in masses 
by great merchants and manufacturers. The spirit 
of aristocracy is preserved, though our tastes are 
changed. 

The capitals of these members of the commer- 
cial and mercantile aristocracy of modern Europe 
are not, as is supposed, accumulated masses ; they 
are the accumulated claims upon the annual 
returns which flow into the great mass of floating 
capital from the fixed capital, or the funds and 
instruments ; and these claims may be expressed 
in specie or paper. When men work thus, in 
concentrated masses, their labour becomes aided 
by complex machinery, and large works are re- 
quired for their accommodation and convenience 
distinct from their ordinary dwellings ; and these 
and the other articles which compose the mass of 
fixed capital, are the only portions of the national 
stock which are either much accumulated, or ad- 
mit of much accumulation in any nation. And 
even of the instruments used in manufactures and 
commerce, how few are durable, and admit of 
much accumulation ? How many of those which 
retain their powers and properties the longest, 

Y 2 
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soon lose the value of these powers, from a 
change of tastes, or from the invention and dis^ 
covery of other powers, more efficient to the 
same end ; and cease to fulfil the claims directly 
or indirectly secured upon them ? It is almost 
exclusively in the great instruments of production 
and distribution, that the value of accumulations 
are permament, or of long duration — drains, em- 
bankments — new soils, canals, roads, bridges, 
quays, and other great works, by which the fer- 
tility of funds is improved and made available, 
and the distribution of our enjoyments is facili- 
tated, and which retain their powers and the value 
of these powers for ages. 

In the progress of society the genius of man is 
continually adding to the efficiency of his own 
powers, and to that of the inanimate instruments 
which he provides to assist his labours ; and from 
their united forces the great reservoir is continu- 
ally receiving an augmented stream of material 
enjoyments. Their continued employment in the 
supply demands a continually increasing drain 
for enjoyment ; and if those who command their 
mental and physical powers will employ them in 
nothing else but pouring in this increasing supply, 
they must continue to draw out for enjoyment. 
If we have inanimate machines enough to pour 
in all that we require for enjoyment from this 
great reservoir, we must find some other employ- 
ment for the mental and physical powers of those 
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irho have nothing but the employment of those 
I powers to depend upon for subsistence; and we 
\ shall, or our posterity will, find that these powers 
r may always be made to contribute to the general 
I happiness of society. 

The character of the stream which flows into 
I the great reservoir must be determined by the 
I tastes of those who draw out for enjoyment, 
I since to gratify these tastes is the great end and 
I object of the supply. If our tastes be for raising 
I pyramids, and to gratify this taste we limit all 
I our other enjoyments to the simple necessaries 
of life, little more than the materials of these 
pyramids, and the rude produce of the land will 
flow in ; — if, in the progress of refinement, we 
become fastidious, and will have nothing but the 
luxuries of foreign nations, we must employ our 
domestic funds and instruments in providing them 
with what they are willing to take in exchange. 
If our tastes be for consumable enjoyments, these 
only flow in — if for durable, these only are sup- 
plied. The tastes of one age or nation may be 
for statues, paintings, magnificent edifices, public 
exhibitions — those of another for perpetual 
changes of fashion in dress, ornaments, and fur- 
niture; for wines, spices, laces, and ribbons. 
The one is gratified in preserving the produce of 
creative genius and industry; and the other in 
destroying it; both are, however, enjoyments; 
and both give employment to those who have 
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nothing but employment to depend upon. The 
one was the taste of the civilized nations of the 
ancient world, and of the commercial states of 
Italy, in the middle ages ; the other is the taste 
of the commercial and manufacturing nations of 
modem Europe. The genius and industry which 
an English gentleman employs in his dresses and 
those of his family, might have furnished a Grecian 
or a Florentine gentleman's house with those 
beautiful statues and paintings that now astonish 
the world. " Pe gustibus non est," &c. &c. 

But we must have a taste for something that 
the mental and physical powers of man can be 
made to supply, or those who have nothing but 
these powers to depend upon for subsistence will 
not find employment in the supply ; and we must 
be content to enjoy these powers themselves in- 
stead of what they might produce. These powers 
may no doubt be made to contribute to the ge- 
neral happiness of society in efficient military, 
and police establishments, in theatres, concerts, 
and processions, as much as in great manufac- 
tories, and iron foundries, provided people have 
a taste for music,^ theatrical exhibitions, proces- 
sions, &c. &c. ; and they are all employed in just 
proportions, for the general good. But it is one 
among the follies of the present day, to argue, 
that we should employ all men in manufactures, 
while we should allow no man to enjoy the pro- 
duce of them; and it is not surprising to find 
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such philosophers come to the conclusion, that no 
society can suffer from the payment of tribute, 
in public taxes and private incomes, because this 
is the only way left for the society to relieve it- 
self from the accumulating mass of material en- 
joyments, which every man would be producing, 
and no man consuming ! Earthquakes might give 
some relief so such a society; but they come 
after such long intervals, and so very partially, 
that they could not be depended upon ; and fo- 
reign states and absentees are very properly con- 
sidered better things; though it may, perhaps, 
be doubted whether an Irish absentee would 
think it complimentary to consider him the mere 
volcano of his estate or county ! — a mere de- 
stroying machine ! That a taste for enjoyment 
is necessary to give employment in the supply 
of material things, was a conclusion of Doctor 
Smith,* in which all men seemed disposed to 
agree, till Mr. Ricardo and his school arose, to 
seize upon his incidental errors, to disprove his 
great and important. truths. " Ensuite on volut," 
says Voltaire, " diminuer le luxe ; ce qui dans un 
royaume rempli de manufactures, est diminuer 
I'industrie, et la circulation, et ce qui n'est con- 

* Wealth of Nations, toL i. b. i. chap. ix. p. 133. 140. ; vol. ii. b. ii. 
chap. iv. p. 38. Montesquieu, Voltaire, Sir James Stuart, Malthus, Sismondi, 
Gamier, Say, — all thought a taste for enjoyment necessary to give employment 
in producing enjoyments ; but they were all totally ignorant ** of the nature 
and functions of the little deity, Capital" M'CuUoch's Principles p. 114— 
376. 
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Tenable qu'a une nation qui paie son luxe k 
ietranger." 

Nations that pay tribute, either to a foreign 
^tate in taxes, or to absentees in private incomes, 
must pay it in some enjoyment, or the materials 
of some enjoypient ; and of what they pay, they 
must themselves forego the enjoymwit. Nothing 
but the fallacy and s(^histry of the schools can 
involve in obscurity a thing so plain. A nation 
that pays no such tribute is at liberty to enjoy 
within the bosom of its own society, either its 
own funds and instruments themselves, what 
these funds and instruments yield by the applica- 
tion of their powers, or what can be purchased 
with their produce from other countries. And 
shall the common sense of mankind be insulted 
by the argument, that the mental and physical 
powers of the human instruments in any society 
may not be made conducive to its happiness? 
Shall we be told, that whether these powers be 
employed for the benefit of the society that forms 
and supports them, or for that of a distant nation, 
is a matter of total indifference to such society 9 
It is humiliating to think that such ai^uments 
should have been received with complacency in 
any nation in Europe ; but it is more especially 
so, to find them urged in the very country which 
gave birth to the '* Wealth of Nations," and the 
'' Theory of Moral Sentiments" — a country con- 
secrated by the memory of Adam Smith ! 
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Whatever flows into the great reservoir of floating 
capital, either from domestic funds and instru- 
ments, or, in public tribute or private incomes, 
from the funds and instruments of otlier nations, 
is the gross revenue of the society ; and what is 
drawn out of this great reservoir for enjoyment, 
is the net revenue. This net revenue is less than 
the whole of what is drav\m out by that portion 
which is taken to provide, maintain, and repair the 
brute and inanimate instruments, and the funds em- 
ployed in the supply. That which is taken to 
maintain the rational instruments, forms a part 
of the net revenue or enjoyment of the society 
of which they form a part. If there is any truth 
in the foregoing reasoning, the only choice left to 
society is, to enjoy the instruments themselves, 
to drain out for enjoyment what these instruments 
can be made to pour into the great reservoir, or 
to send the instruments themselves into banish* 
ment, or what they produce in tribute to foreign 
countries ; and the advocates for saving and re- 
trenchment upon enjoyments at home, have come 
to the yery Just conclusion, that the only expedient 
left is to banish our men, and send our produce 
to absentees abroad. Irish absentees attend the 
lectures of Mr. M*Culloch ; and the enemies to 
population attend the retrenching gentlemen in 
our senate ; and between them our produce goes 
in tribute, and our men, the most efficient ra- 
tional instruments that the world has ever pro- 
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duced, are banished to the wilds of Africa. Pos- 
terity may think that Byron was right; and 
that symptoms of liiadness had been betrayed 
within the walls of more sober places than bed- 
lam ! * 

In all modem and artificial societies, caprice 
and fashion are continually operating with new in- 
ventions and discoveries, to alter the value of 
different parts of the great mass of floating. capi- 
tal; reducing that of some, and raising that of 
others, through the medium of a diminution or an 
increase in the demand and supply. A change of 
fashion increases the demand for some, and. dimi- 
nishes it for others ; the value of the one is in- 
creased, that of the other diminished, to the loss 
of those in whose possession it is left to stagnate. 
With the stagnation of the produce, there must 
be a stagnation in the employment of the instru- 
ments heretofore appropriated to the supply. 
Whether these caprices and fashions, \Yhose 
changes alter the value of our annual produce, 
are at home or in the distant markets, on which 
we have made ourselves dependent for demand 
and employment, the effect is nearly the same ; 

* Our great poet says, somewhere in Don Juan, I think, that if those who 
are in bedlam and those who are not were tried, by an impartial judge, the 
fonner might sometimes be pronounced the most sober and sensible part of the 
community. Such a judge would, no doubt, pronounce all the Catholics to 
be quite mad ; and perhaps he would feel himself obliged to pronounce the 
same judgment of three fourths of the Protestants; while the other fourth would 
be declared liable to occasional aberrations when discussing the- subject of 
t * Catholic emancipation." 
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and it is, I believe, found, that we are become a 
good deal too dependent for the employment of 
our people upon these fashions and caprices ; and 
that a little change of tastes in European so- 
cieties would be useful. The happiness of a 
society is not to be measured by its manufac- 
tures. 




CHAPTER V. 

OUTLINK OF A NEW SYSTEM CONTINUED. 

The fourth portion of the national stock com- 
prises the enjoyments of the society after they 
have reached the possession of those for whose 
enjoyment they are destined. As already stated, 
this portion of the annual stock receives periodi- 
cally as much as is periodically drawn from the 
great reservoir, surplus to what is employed in 
providing and maintaining the funds which yield, 
and the brute and inanimate instruments which 
assist in the production, preparation and distribu- 
tion of our enjoyments. What the rational in- 
struments enjoy is a part of the net revenue and 
enjoyments of the society of which they are 
members ; and where they do not enjoy sufficient, 
the fault will generally be found among those who 
command the means of their subsistence, and 
make and administer the laws by which they are 
governed.* Their God has given them mental 

* Profits, according to the new school, are all that mass of produce which 
these rational instruments give to the society, over and above what they receive 
for enjoyment. Rents, tithes, poor-rates, taxes, &c. are included, and England 
must be extremely well paid in profits upon its stock. M*Culloch's Principles, 
p. 221, 222, 366, 367. It is not surprising t;hat all taxes should, by this school, 
be made to come from profits, when they are made a component part of them ! 
Such are the inconsistencies arising from reasoning upon terms vague and un- 
defined ! 



Outline of a New Systtnu 333 

and physical powers, which may always be em^ 
ployed to useful purposes, by those who cobo- 
mand the means of their subsistence, and con- 
sequently the use of these powers. The aifecticms 
which tend to an increase of our species are not 
a curse upon mankind, which the Deity must 
counteract by another curse— by famine, pesti- 
lence and civil wars — they are useful and neces- 
sary feelings, which are under the control of other 
feelings, that have been planted in our bosoms for 
purposes equally useful ; and it is upon those 
other feelings, that those who command the means 
of subsistence, and make and administer the laws 
by which societies are governed, are required to 
operate, in order to check the tendency to too 
great an increase of our species. Instead of 
proving to men by arithmetical calculations and 
long dissertations upon capital, wages and profits, 
that they ought not to marry and beget children ; 
instead of expecting that the individuals of the 
lower orders will sacrifice all their affections and 
hopes of happiness to a mere speculative benefit 
to the general interest, in which th^y can expect 
to share so little — rouse their self love, and make 
more of what they receive in wages necessary to 
their own personal comfort. Let them not hope, 
by eternal subdivisions of the land, that their pro- 
geny will, like Nebuchadnezzar, have the roots 
of the field to eat, and unlike him, live contented 
upon them. Give them, as in England, neat 
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villages, parish churches, flourishing towns, 
markets, gentlemen's seats, fairs, public exhibi- 
tions, rational amusements, &c. &c., to which 
they will be invited in pursuit of pleasures, and 
in which their own vanity or self-love will make 
them appear well dressed. The rules of decency 
will demand more ; and the rules of decency will 
be better enforced. 

Is it not a species of madness^ — is it not reason- 
ing upon false premises, to call Ireland an over- 
peopled nation, when a vast portion of her fine 
soil lies an unprofitable and uncultivated waste, 
demanding only the application of the mental and 
physical powers of man, to make it yield his en- 
joyments in exuberant abundance ; and while 
what is cultivated might be made to yield double, 
treble, or quadruple what it now yields ; and 
while four millions a year, of what it now 
yields for man's subsistence, is sent out in 
tribute? Call it misgoverned^ call it misguided; 
but call it not overpeopled. The fault is in those 
who command the subsistence of the people, and 
those who make and administer the laws by 
which they are governed. Israel was overpeo- 
pled till David and Solomon brought, not capital, 
but good sound sense among the people ! Is it not 
a similar species of madness, to argue, that a vol- 
cano upon every particular estate in Ireland, to 
receive and destroy the net produce ; or a general 
volcano, to receive and destroy that of all the 
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nation, would be just as useful in giving employ- 
ment to the people, and promoting their happi- 
ness, as proprietors, who receive rents, and church- 
men, who receive tithes ? Is it to be supposed that 
the mental and physical powers of the millions that 
might be supported at home upon this net produce 
could not be made to contribute to the general 
benefit and happiness of society ? Is there any 
unblushing proprietor of Irish land, or receiver of 
Irish tithes, now absent for mere purposes of 
pleasure, who does not feel disgraced by such ^ii 
argument — who does not feel humbled in his own 
esteem, to learn, that, like a pestilence or a beast 
of prey, he is Accessary only as an agent, to de- 
stroy a part of what his fellow-creatures and 
countrymen produce by their labours? 

From the tone of liberal and benevolent feel- 
ings which characterizes the other writings of Mr. 
M'Culloch, it is not altogether improbable that 
his article in the Edinburgh Review was meant as 
an indignant isatire upon the manner in which some 
monstrous proprietors and churchmen of Ireland 
live and spend their incomes, contrasted with the 
manner in which men live and spend their incomes 
in England and Italy ; and the only manner in which 
we can well account for the] admission of such an 
article into so able and liberal a publication, is, 
that the editor considered it in this light. Gr per- 
haps, his honest indignation against those who had 
argued that Ireland wanted nothing but the re* 
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turn of her absentees, induced him to admit an 
argument, however unsound, to show that what 
he thought an insufficient remedy was no remedy 
at all. To form a happy society, a taste for the 
enjoyment of the durable products of man's genius 
and industry must be blended with one for that of 
the consumable — and the taste for the consimia- 
ble with a taste for the mental and physical 
powers of man himself, exerted not to produce* 
commodities for our enjoyment, but to afford in 
themselves enjoyment. To a happy society a 
middle class is essentially necessary; and a 
middle class requires for its basis an independent 
property in the funds and instruments of supply. 
A taste for consumable conveniences, luxuries 
and elegancies, tends to create that independent 
property in the material and intellectual stock 
of societies ; and to diflFuse more generally through 
the great mass of the people the independent 
claims upon it. It operates, too, very generally 
among the lower orders, in stimulating to enjoy- 
ment upon their own persons, and rousing that 
feeling of self-love, so necessary to furnish a salu- 
tary check to marriage and excessive population. 
A poor man may, at an humble distance, imitate 
a rich man in a taste for a great variety and 
frequent change of dress, ornaments and furni- 
ture, when he could not in a taste for any great 
and durable object of enjoyment ; and his desire 
to enjoy his means upon his own person must. 
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itictfe or less, tend to prevent his having a family 
to deprive hiili of them. By eXcititig emulation', 
and imitatiorn, such a taste cobtributels to the 
cleanliness, decency, and substantial conifbrts <Sf 
the great mafes of the people. A taste for the 
durable objects of enjoyment is not, however, 
coufihed to the grand and expensive kitid ; and it 
often spreads and finds a plScte itt the cottag'e (k 
the huinblest peasant. Thete is riot; perhaps,^ k 
cottagte in England, notwithstanding the pre- 
vailing taste for constittiable ehjdyments amoti^ 
the g!reat, Mrhet^ sbiiie article '6f nieire Ittkuiy 'arid 
great durability may ribt be found. 

A t^ste for the gireat and magnificent workfe of 
art mUfet always haVe a tendency to crincentirate 
people ; tod tonseqiSeritly to enforce the ruleS ttF 
deciency in society, iEuid to augmeht that pottfciii 
of Enjoyments Which thesfe rules i:e(t5[uiVe nifeii ttt 
beistoW upon their bWh persons. iThe mkh Mrho em- 
ploys his revenue in the formatibii and siip^cJrt 
of a ^iredt Work, lisefui dhd brttkiiifentil to his 
oiSsrtt piElrticular estate, to the seat of his rtesidenbfe; 
br to hiis Country ih y^ieheriBdj ilwayfe ddinits to 4 
partieipalibn in his ieiijbyineiits a circle of Society 
mbte or Ifess extetided^ beyond thkt which he 
adblits tb consltiiie his ftviehue in his tablfe, hik 
dress or his equipage. By such Wofks a man 
bfteti forms a saliitary link tb lihiie tte feelings oi 
all classes bf thb Sbfcifet^ : by thfeiii thfe gi-eat 
might give almost whatever tone of feeling they 

z 
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pleased to the multitude ; and, thereby contribute 
to the peace, order and happiness of society. 
How little did we attend to this when we raised 
and decorated among the fierce but generous 
Irish the statue of a sovereign, which we might 
have beheld with veneration, but which they 
found associated with nothing but painful and 
humiliating recollections ! The Saracens accused 
Peter the hermit of injustice, in having excited 
the people of Europe to the Holy war, by the 
picture of a Saracen's horse, astride for an un- 
seemly purpose, upon the holy sepulchre, which 
he knew they venerated almost as much as him- 
self. His object was to rouse to war, and his 
picture, if he had such, was useful for his pur- 
pose. Our object was to calm to peace ; and for 
this purpose our statue could not surely have been 
useful. If our object had been civil war and dis- 
cord, a more suflScient instrument could hardly 
have been found. 

A taste for the mental and physical powers of 
man, exerted, not to produce in material sub- 
stance, but to aflford enjoyment, has in all stages 
of society been found extremely useful.* There 
are, no doubt, exceptions to the general rule. 
The tastes of the Romans for gladiatorial exhibi- 

* I consider the decay of the innocent sports and pastimes among the lower 
orders in England to be a national evil, as it tends to diminish their happiness. 
Schools and colleges in which they may learn to wrangle with each other about 
religion and science, will not supply the place of those innocent sports in which 
they learned to unite their feelings in one common bond of sympathy and plea- 
sure. 
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tions we justly abhor; and those of the Spaniards 
for their bull fights, give us disgust : but music 
and theatrical exhibitions have in all nations 
tended to harmonize the feelings of society ; and 
if a thousand Irish absentees would return to 
their country, and raise and support a thousand 
theatres and concerts upon their revenues, they 
would make themselves useful ; and be no longer 
consi dered as so many volcanic eruptions upon the 
face of one of the finest countries in the world.* 

That portion of * his net revenue which the 
labourer requires to maintain him in a state of 
eflSciency, according to the rules of decency in 
the society, is, at the same time serviceable to him 
in the functions of a capital, from wljiich he gets a 
return in his wages. For his wages he depends 
upon the employment of his mental and physical 
powers ; and the means which his own physical 
wants, the cultivation of his mental powers, and 
the rules oT public decency, require him to em- 
ploy, in maintaining them in a state of efficiency, 
are his capital. These means may be his own, or 
they may be borrowed from another. In the first 
case, he has at his own disposal all his returns in 
wages — in the second, out of these returns he 
must fulfil the claim secured upon him by the 
lender. Thus a part of the net revenue of every 
society is actually performing the functions of a 

* See the sensible notes of Mr. Prinsep in his translation of M. Say's works, 
▼ol. i. p. 335, 336. 339. 

Z 2 
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capital to those who enjoy it, and at the time and 
place of enjoyment. Another part performs the 
functions of a capital to those who enjoy it, and 
^so to those from whom they have borrowed it — 
and a third is continually changing its destination ; 
and taken from the great mass set aside for enjoy- 
ment, is sent back to perform the functions of a 
capital, either in the great reservoir of floating 
capital, or among the instruments which compose 
the fixed capital. Plate is from parsimony or 
necessity sent to the Mint, and becomes an instru- 
ment of circulation — statues, pictures, books, 
dresses, &c. &c. are sent to the auctioneer's or the 
pawnbroker's — travelling and visiting carriages 
ar^ converted into stage coaches — jaunting cars 
to dung carts — parks and flower-gardens to gra- 
zing grounds and corn fields — racers and hunters 
into plough and cart horses — pleasure yachts to 
trading vessels, and palaces into workshops and 
manufactories 1 

The parsimony or necessities of some are thus 
continually throwing back upon the national 
capital, what had been withdrawn from it for en- 
joyment ; and let us suppose, that all the meJGQ- 
bers of a highly civilized and luxurious society 
were at once to become parsimcHiious ; aQd io 
send back all at once upcNoi tjsie mass of papitftl^ 
seeking profitable employment, all that they a<nd 
their ancestors had set aside for enjoyment; 
would it not be extremely absurd, to suppose 
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that the whole would find profitable employmentr 
— that the whole would find borrowers willing to 
incur a claim upon themselves, to the amount* of 
profits undiminished, while assured that the laws 
would rigorously enforce the claims so secured? 

In every society there are some who lose all 
consideration for the future, in an irresistible 
desire for immediate enjoyment ; while there are 
others who lose all desire for immediate enjoy- 
ment, in their anxiety to augment their future 
incomes, or those of their posterity. The land- 
lord mortgages his estate, and becomes a beggar, 
while the parsimonious steward has managed to 
purchase his estate by savings made out of the 
wages he has received from him. One man has 
changed places with another in the society — he 
who had nothing but the employment of his 
mental and physical powers to depend upon, is 
become the proprietor of a large estate, and as- 
cends to the higher ranks ; while the proprietor of 
a large estate and receiver of large rents, is re- 
duced to a dependence upon his mental and 
physical powers, and descends into the lower.* 
rhese changes are continually taking place in 
every society. 

We retrench prudently or parsimoniously upon 
our immediate enjoyments, and employ what we 
save with a view to profits — not by accumulating 
that of which we forego the enjoyment, but by 
assigning the command we have upon enjoyments 
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to some other ; and thereby securing directly or 
indirectly a claim upon his returns. Whether he 
to whom we assign the command has employed it 
profitably for himself or not — whether he has in- 
formed or improved a fund or instrument by its 
means, or has by its employment secured a claim 
upon one, and thereby enabled himself to fulfil 
that which we have secured upon him — or whether 
he has squandered it in pleasure, or wasted it in 
idleness, is commonly a matter of little considera- 
tion to us, so long as we feel assured that he has 
the means to repay us, and that if he has not the 
will to do so, the laws will impose upon him the 
necessity. The landlord for the services of his 
steward assigns to him a claim upon the annual 
returns in the amount of his wages and his per- 
quisites ; the prudent or parsimonious ste;ward, 
instead of drawing to that amount firom the great 
reservoir for enjoyment, reassigns it to the land- 
lord; and feeling secure that the landlord can 
and must fulfil the claim thereby secured upon 
him, he presumes not to enquire into the mode of 
its expenditure — whether he purchases another 
estate, or stocks another farm with it, or whether 
he gives with it a feast or a masquerade. 

As I have already stated, the society which 
depends entirely upon its own domestic resources 
for supply, may, with regard to the claims upon 
the annual returns from its funds and instruments, 
be considered as divided into four classes. 
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1. Those who claim a portion of them as the 
rent of their land, mines, fisheries, saltpits, or 
other appropriated funds employed in the supply. 

2. Those who claim a portion as the profits of 
their stock invested in the appropriated funds 
themselves, or in the instruments of production, 
preparation or distribution. 

3. Those who claim a portion as the wages of 
their labour, mental or physical, employed as an 
instrument of production, preparation or distribu- 
tion. 

4. Those who command a portion in fulfilment 
of claims directly or indirectly secured upon the 
funds of the first, the stock of the second, or the 
labour of the third. 

In such a society, depending entirely upon its 
own domestic resources, the funds or sources of 
the first class, the stock of the second, and the 
labour of the third, must, as I have also stated, 
be considered as the original sources of all revenue 
public or private. The revenue of the first three 
classes may, after Doctor Smith, be properly 
termed primitive revenue^ not because it is the 
source, as he supposes, of all other revenue, for 
that is not the case; but because it is derived 
immediately' from the three original sources of all 
revenue, as the returns to an independent property 
in them. The taxes imposed upon the funds and 
instruments, are derived directly from them, in 
the same manner ; and are paid ultimately by the 
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c^nsupier in the samp manner ; and when shifted 
off uppn the consumer, are not derived eit;her from, 
the rents of the first, the profits of the second, 
or the wages of t^ third ; and yet must be 
considered under the head of derivative revenue. 
They are derived from ^public claim upon the 
funds and instruments, and not, like the primitive 
revenue, from an in4ppendent property in these 
funds. But whether these terms are or are not 
strictly applicable is a matt^ of no importance, 
as no conclusion in this work will be found to 
rj^^t, uppn the usie of these terms. 

The. revenue of the fourth class may as properly, 
s^ter Doptor Smith, be t^ermed derivative reven\it; 
not because it is, as he supposes, derived firom 
the revenue of the other threje closes, since this 
is not the case ; but because it is derivf^d from a 
claim directly or indirectly secured upon the 
original sources, or the .funds and instjuments. of 
the society, and not from an , independent property, 
in them. 

This fourth class, which is subsisted uppn de- 
rivative revenue, is in, all civilized spqipties^divi-. 
ded into two orders. First, those who derive theij^ 
incomes from the three original souriqes^of all rer. 
venue, in, fulfilment of claims securi^d uppn tbi^m 
'privately. Second, those, who deriyp. their in- 
cpiu^s from these original sources of, all reiireuue, 
in. fulfilment of claims secured upon them 'puhn^ 
liclyy or thrqugh the n^edium of t^e gQFerqT. 
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ment. The. maa who lends his means to a land- 
lord» farmer or husbandman, is, for example, of 
the first order. He has secured a claim privately 
upon the land: of the one, the stock in instruments 
of tiie second, or the labour of the third ; and the 
interest he receives, is paid in fulfilment of that 
qlaim. Btit the man who contributes to a gover*n- 
ment loauy is. of the second order. He has se- 
cured a claim upon one or more of the three^ 
original sources publickly, not privately.; and the 
interest he receives: in fulfilment of that claim, 
is. levied and paid through the medium of govern- 
menti. Both are, however, commonly supposed^ 
tp Jhave capital stock employed somewher>e in the 
society ; though, perhaps, what the one lent to 
an individual disappeared immediately in the fire- 
works of a wedding day, and what the other 
lent to. government vanished with equal rapidity 
in the greater fireworks of a battle: the one 
might have been consumed in the great actions of 
Trafajgar.and Waterloo— the other in the illumi- 
nations; which testified the nation's joy and pride. 
The public creditors of the nation are supposed » 
tp have eight hundred millions of capital stock 
employed. It is, no doubt, employed productively 
to them, since they receive a profit upon it, of 
thirty millions a year ; but it would be difficult to" 
trace its investment in the funds and instruments 
upon which their claims have been secured, and* 
from the employment of which that claims i& 
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annually fulfilled. Our public creditors, as will 
be explained in a future book, are nothing more 
than one great public establishment, added to all 
the other public establishments of the nation. 
They have bought their commissions^ it is true, and 
so have many of the members of our ecclesiasti- 
cal, military and political establishments. But it 
would be no less difficult to trace the investment 
in funds and instruments of the stock by which 
claims have been secured upon them to the same 
extent privately y and in fulfilment of which in- 
terest to the same amount is now paid. What 
one man lends to government and another to an 
individual, is a certain command over the funds, 
instruments, and floating capital of the nation — 
a claim expressed or represented by money. A 
claim is secured by the loan upon the returns of 
known individuals in the one case, and upon those 
of the nation in general in the other ; but whether 
the one borrower invests the means in fimds and 
instruments, or enjoys them among his family and 
friends ; and the other forms out of them a canal, 
or fits out with them an army, it is not the duty 
of the one or the other to enquire ; or at least, 
neither of them feels it to be his duty, as long as 
he has sufficient assurance that the claims will be 
fulfilled. 

Doctor Smith has justly observed, that private 
lenders commonly consider the actual employ- 
ment of what they lend more than those who lend 
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to government.* They are under the necessity 
of doing so, since the payment depends upon the 
means of the individuals to whom they lend; 
whereas the government, if it finds, one set of men, 
or funds and instruments unable to fulfil the 
claims, transfers the burthen upon another set; 
and if all the funds and instruments of the pre- 
sent generation cannot pay, it transfers the bur- 
then of the payment upon those of future genera- 
tions. The payments of the one may cease from 
accidents of every day occurrence — those of the 
other from such only as do not occur in the course 
of centuries — revolutions, invasions and civil wars. 
The real stock transferred is the portion of the 
national stock which the money lent commands — 
the money lent is merely the conventional sign, 
which expresses or represents the command. It 
may the same day, the same hour, or even in the 
same minute, express in other hands a command 
to the same extent. In the same day the same 
money may represent fifty times the same com- 
mand over the same portion of the great mass of 
floating capital ; and all the several portions may 
be drawn out and consumed with the same ra- 
pidity, while the money remains precisely the 
same, and continues to discharge the same func- 
tions. At one time it may be drawn out in lace, 
and fancy dresses — at a second in gunpowder, 
soldiers' coats and musquets ; in a third in naval 

* Wealth of Nations, vol. iii. b. v. chap. iii. p. 431« 
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stores and rigging — in a fourth in manufacturing 
and agricultural provisions and materials — in a 
fifth in goods for exportation ; and so on through 
a thousand different shapes^ and for a thousand 
different purposes known to civilized society. 
The money itself is neither consumed in enjoy- 
ments, nor built into ships, nor fired off in our 
musquets ; and yet in talking and reasoning upon 
the subject of public expenditure, men commonly 
argue as if it were so. '* Before a guinea can 
** travel firom London to York, it may be the 
" means of consuming a thousand times its value ; 
*' and as much more before it can return again to 
** London." * 

The slave of many an Indian prince has by 
lending to his master, with a view to profit, the 
money he has received from him in wages, gifts 
and interest, secured upon him a claim to the whole 
amount of the revenue of his dominions, without 
any increase or decrease whatever in the quantity 
or eflSciency of the funds and instruments they 
contain : the prince loses, and the slave gains ; 
but the death of either balances the account. 
The profit or interest of the slave must be com- 
monly in the inverse ratio to the security and du- 
ration of the claim ; and the security and dura- 
tion of the claim of a slave upon his prince being 
very little indeed, the rate of profit or interest 
must of course be enormous.^ If we come in 

* Sir Charles Stuart, b.ii. chap. 27. 

t I do not use the term $lave in its literal sense — I mean merely the servant 
of a despot* 
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with our English laws and powers, to enforce the 
claims of the slave and his posterity, upon the 
prince and his, we give to the one what is not his 
due, and take from the other what he does not 
owe. I pretend not h-ere to say that we have 
done this, though the reader may find my reason*- 
ing sometimes applicable to our measures. 

The two orders of the last of the four classes 
into which I have considered the society as di* 
vided, both derive their revenue from a claim 
secured directly or indirectly upon Che funds of 
the first, the stock of the second, and the labour 
of the third ; and both orders draw their inconies 
under the denomination of rents^ profits and 
wages, though they have, or may have, nieith^ 
funds, stock, oor labour actually employed in the 
supply. The contributor to a government loan^ 
as well as the private creditor^ draws the interest 
of what he has lent on the profits of his stocks 
The judge upon the b^ich, who is paid in taxes^ 
as well as the counsel at the bar, who is paid by 
individuals — the bishop as well as the private 
chaplain — the secretary of state as well as the 
secretary of a private gentleman — the commander 
of a man of war as well as the commander of a 
pleasure yacht — the soldier who goes to battle at 
the command of his sovereign as well as the prize- 
fighter, who enters the ring at the desire of .the 
gentlemen of the fancy — all draw their incomes as 
the wages of their labour ; and all give the Uisft 
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of their mental and physical powers for their 
wages. 

But, however indirectly their rents, profits or 
wages may be derived from the three original 
sources of all revenue, they are equally liable to 
be affected by taxes as the rents, profits and 
wages, which compose the primitive revenue of 
the first three classes of society. They are all 
liable to have their incomes diminished by taxes 
in the acquisition — between the acquisition and 
the expenditure — or in the expenditure itself. A 
portion may be taken from what they have to re- 
ceive, and they will receive less — a portion may 
be taken of what they have received, and they 
have less to spend in enjoyments ; or taxes may 
be added to the price of enjoyments^ and their 
incomes will purchase less. In the capacity of 
consumers all must contribute to the payment of 
taxes, added to the price of articles they con- 
sume; whether the incomes with which they 
purchase them are of the primitive or derivative 
class of revenue. It is, therefore, erroneous to 
suppose, that taxes must all be paid by the in- 
comes which compose the primitive class of re- 
venue ; and to^ argue, that if they do not fall upon 
the rent of the lands and other funds actually em- 
ployed in production, they must of necessity fall 
upon the profits of the stock or the wages of 
the labour so employed ; and that if they cannot 
fall upon the wages of the labour so employed. 
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they must, of necessity, all fall upon the profits 
of the stock so employed. This is a conclusion 
drawn from false premises ; and the fallacy in- 
volved in the proposition, arises from confounding 
the wages, profits and rents of the first three 
classes, with the wages, profits and rents of the 
fourth class. 



INDEX. 



A. 

Absentees, Irish, according to MK^ulloch, take no capital from Ire- 
land, 305. 

Adam, John, one of the originators of the great project for facilitating 
distrihution in India, 83. 

Agriculture, the only species of industry which adds any thing to the 
exchangeable value of the subjects on which it is employed, 2. 

Agricultural produce, price of, in maritime nations, does not increase 
with the demand in the same ratio as in inland countries, 78. ^ 

Agricultural state of society, incidence of taxes in, 23 ; peculiaritialF 
of, 24. 

America, discovery of, promoted industry in Europe, 261. 

Appropriation of the funds of enjoyments, effect of, 39. 44. 

Athens, less a commercial than a manu£aicturii^ nation, 68. 

Atmosphere, tax imposed on it, 38. 

Arabs, among them, in their pastoral state, the funds of the necessaries of 
life considered public property, 28; with the exception of the small 
spaces surrounding the houses of individuals, 29 ; system over- 
turned after their conquests had extended over nations farther ad- 
vanced, 30. 

# 

Banks, 248 ; their beneficial operation upon the national industry, 257. 
Bams, Sir J., his administration of Ceylon forms a new era in that part 
of our eastern empire, 217. 

C. 

Cabool, land of, explanation of the Scriptural phrase, 63. 

Canals, the most important after man himself among the instruments of 
distribution, 214; fatal mistake of Louis XIV. in levying the means 
oi forming them exclusively from the people of the parts where they 

A A 



354 Index, 

were formed, 215; although it cannot be doubted that the expence 

of repairing them should be defrayed in that manner, 216. 
Capital, definition of, 133. 

y fixed, definition of, 133. 

y floating, definition of, 133.283. 

Cicero, his division of the instruments which contribute to the support 

of man, 144; his theory of the production of stock by labour, 187. 
Class, a middle, necessary to a happy society, 336. 
Condorcet's prediction of the rise of prices in France on the issuing of 

assignats, 265 ; error, and its cause, 267. 
Consumption, productive, definition of, 133. 

■ ■ , unproductive, definition o^ 134. 
Congo, its numerous cities, cause of their existence, 53. 
Com, at all times bears relation to the labour of the labourec, but to 

nothing else, and therefore cannot be the general measure of 

value, 281. 

Currency of a country may be considered as a sign or expression of 
19 demand, 236 ; amount of, increased by paper issu^ 257. 



D. 

Debt, national, of England, nature of, 109 ; hardly felt at present, but 

must in time be reduced, 199. 

, public, of India, account of, 220. 

Definitions, 132. 

Demand, increase of, increases prices at first, but ultimately lowers 

them, 261. 

E. 

Earth, as a source of wealth, opinions of Smith, M'CuUoch, Quarterly 

Review, &c. upon, 19. 
Economistes, agricultural labour, according to them, the only productive 

labour, 40. 
Edinburgh Review, inconsistencies of, 6. 
Egypt, its great works for irrigation, &c. formed by the revenues of the 

sovereign, 25. 
y minutely subdivided before the time of Joseph, 59 ; but large 

town and cities, formed by the sovereign, when he had purchased 

the whole country from the people in the time of famine, 60. 
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Egypt, its canals formed by revenue without any view to a return in 
profits, 181. 

Elphinstoae, IVJr., his report upoii the territories acquired from the 
Peishwa, 100. 

, his government at Bombay forms a new era in that 

part of our eastern empire, 217. 

England had at one time above fifty thousand towns, 59. 

, her power, like that of the other maritime states of ancient 

and modem times must pass away, unless sustained by the re- 
sources of her eastern dominipns, 233. 

Enjoyments, used throughout the work to express the things enjoyed. 

Epirus, its ruin under the Roman dominion, 110. 



France, her inland salt-wwks confined till 1819 to extracts from im- 
pregnated waters, 141. 
Funds, or sources of wealth, the lands, mines, fisheries, &c. 64. 

H. 

Hastings, Marquis of, great works to facilitate distribution formed under 

his administration, 83 ; his government formed a new era in our 

eastern rule, 217. 
Henry I., the first enlightened statesman that ever filled the English 

throne, 224. 
Hume, denied the truth of Quesnay's conclusions, 16 
, his argument that an increase in the currency increases demand 

and prices, 256. 

I. 

India, the stream of luxuries from, the cause of the rise and fall of the 
empires of the West, 65 ; its great seats of demand upon what de- 
scription of revenue founded, 82 ; increasing demand in, has the 
effect only of raising the value of the nearer lands, 82; sudden 
revolutions in the value of landed property in, accounted for, 84 ; 
similar effects have taken place under different dominions, 85 ; de- 
posits of the precious metals in the temples of, first broken up by 
the Mahommedans, 86 ; improvement of Southern, under the Ma- 
hommedan dominion, 87; destruction of that system of improve- 
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ment by the Marhattas, 88; and by the British, 89; wages of 
agricultural labour paid in kind, 90; extraordinary variation of 
land rents according to distance from the seat of demand, 91 ; ruin 
which overwhelms a seat of demand when taken possession of by 
the British, 92 ; no local attachments, and little inconvertible stock 
to bind the people to the soil, 96 ; emigration prevented only by re- 
lief from government, ibid ; peculiarities of the soil, 98 ; difference 
between the policy of the British and native powers, 99 ; temples, 
reservoirs, &c. never formed there with a view to profit, 100. 181 ; 
their formation avoided, lest a tax on the affections^ in the shape of 
additional rent, should be imposed by the British, 101 ; extreme to 
which this feeling is carried, ibid ; no want of capital upon the 
land, 103 ; pensions under native governments granted in the shape 
of privileges to impose duties, 128. 

India, its Juma, or land-tax, in which are concentrated rents, tithes, poor 
rates, &c. 164; the science of government hitherto reduced to the 

j^. art of book-keeping, 165 ; in the English territories the great works 
formed by natives for the public benefit without a view to a return 
in property, are allowed to fall into decay, 182; the face of the 
country as well as the ranks of society levelled by our selfish ad- 
ministration, 183. 

Industry, productive. Agriculture, according to the school of Quesnay, 2 . 

, unproductive. Every other kind of industry except that of 

the agricultural, 2. 

Instruments of a nation, those of production, preparation, and distri- 
bution, 64; divided into animate and inanimate, 144. 

, naval, or ships, the means by which various nations, ancient 

and modem, rose to greatness, 230. 

Ireland, glut in its rational instruments, 186. 

, misgoverned, and misguided, but not overpeopled, 334. 

Irishmen, deterioration of, as rational machines, 288. 

Irrigation, works for, their nature, 34. 

, importance of, 201 ; art of, adopted by tlie Romans from 

the Persians and Egyptians, 202 ; and at the downfall of the em- 
pire, neglected and forgotten by the whole of Europe, except Spain 
and Italy, ibid. 

, effects of in Italy, Spain, India, &c. 204 ; means by which the 



great works of, are formed, 205 ; justice and expediency of levying 
their cost from the people in general, ibid ; the artificial reservoirs of 
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India for, and admirable means of forming a middle class, 210; 
ought to be formed in Ireland by a tax on absentees, 212. 
Isle of France, the sea around it appropriated by the government as a 
fund for the supply of fish, but left free as a fund for the supply of 
salt, 140. 

J. 

Juma, or land-tax of India, concentrating in itself the rents, taxes, tithes, 
and poor rates, 164. 

L. 

Labour and stock, their application to more distant lands an effect, and 
not a cause, of the rise in price, 71. 

^ productive, definition of, 134. 

y unproductive, definition of, ibid. 

Labourer, a productive mg^ine, 285. 

Land, peculiarities of, as a fund or source, of the necessaries of life, 18. 

M. 

M'Culloch, his misapprehension of Dr. Smithes definition of wealth, 5. 
— , confounds throughout his virorks value in exchange virith value 
in use, 5. 

, impugns the accuracy of Smith in his ideas of rent, 12. 

y has pronounced the work of his master, Ricardo, to be 



*^ equally profound and more original than the Wealth of Na- 
tions," 120. 
, proves man to be a machine, 289. 



-^—y the foundation of the errors of his system, 308. 



Machinery, improvements in, their effect on English commerce, 197; 
question as to the policy of our export of, 200. 

Mackenzie, Holt, his judicious measures, 85. 

Mahommedans, the first to break up the useless deposits of the precious 
metals in the Indian temples, 86; improvement of India under 
their dominion, 87. 

Malthus, his error on the subject of agricultural labour, 43. 

Man, the great instrument from which the powers of most other instru- 
ments are derived, 188. 

Marhattas, their invasion and desolation of the independent sovereign- 
ties of Southern India, 88. 
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Mauritius, freight from Calcutta to, not greater ^an its inland carriage 

of a dozen miles, 79. 
Metals, precid^s, their effects and use, 271 x 
Mexico, its thirty cities, cause of their existence, 53. 
Mississippi scheme, during the, a glut of money took place in Paris, 

and prices rose, 268. 
Money may be consideied as an instrument of distribution, 234 ; con- < 

sidered by Mr. Hume and Montesquieu as the representative of 

every thing to be exchanged for it, 242. 
> the measure of the relative value of all other things at the same 



time and place, 278. 



P. 



Palmyra, its two springs, the most valuable property of the citizens, 31. 
■ , used as an illustration, 47. 
, the city of the desert, cause of its ofAilence and splendour^ 62. 



Pftper money, 252. 

Pastoral state of society, the funds of the necessaries of life common 
property in, 28. 

Persians, privileges allowed by them to the conductors of a streiihi, 32. 

Peru, its sovereign the sole land proprietor, 24 ; cause of there being 
only one great city in, 52. 

y roads in, fifteen hundred miles long, 54 ; a rude picture of Egypt, 

Persia and India, 59. 

Price, definition of^ 134. 

, or exchangeable value, of what composed according to the school 

of Quesnay and Ricardo, 1 . 

f or exchangeable value, according to the school of Ricardo, 8 ; 

supposed by Ricardo and M^Culloch to consist of only two com- 
ponent parts, the wages of labour and the profits of stock, 120; 
a third component part added by Smith, ibid ; and , aftervWurds 
tases, 121 ; taxes incoMrovertibly a component part, 122. 

^ or exchangeable value, how far it may be said to consist of the 



wages of labour, 189. 
, actual, the highest that can be obtained in the existing state of 

the demand, 279 ; every alteration of, the effect of an . increase or 

diminution of demand or supply, 280. 
Price, markfit, definition of,. 134. 
, monopoly, definition of, )35. 
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Price, monopoly, Smith's diBAnitibii ($f, defettite, 280. 

, natural, the cestral point to which the prices «f all conitiidditfe^ 

are continually gravitatii)^, 119. 

y natural, definition of, 134. 

Produce, demand for, increased by paper ifiiBues, 257. 

Produit net, not surplus produce, aft^ the vt9Bg^5 of th^ labOurW^^ 

the profits of the farmer have been paid out of the exdhailgeable 

value, 3. 
Population, moral checks to, 291. 

Q. 

Quesnay, School of, their doctrine of price, or excbangeable value, 1. 

^ considered all taxes to be ultimately incident upon 

the rent of land, ox produit net of agricultural industry, 15. 

*^ R. 

Rent of land depends upon its neighbourhood to the sieat of demand as 
well as upon its fertility, 70. 

Regulation code, the curse of India, 226. 

Retrenchment in the use of luxuries, effects o^ 298. 

Revenue, ^public, or private, its original sources^ 130.146. 

-1 , gross, definition of, 135. 

, net, definition of, ibid. 

, surplus, definition of, ibid. 

, primitive, according, to Smith, 343. 

, derivative, according to Smith, 344. 

Ricardo, his proposition for a direct taxation onTprofits,42. 

erroneously supposes the powers of the soil to be original, in- 
exhaustible, indestructible, 77. 

> absurdity of his doctrine that neither the abstraction nor the 



expenditure of the revenue can have any effect upon employment, 

practically exhibited in India, 94. 

— *-, his whdle system reposes upon the presumption that the' onl^ 



component part of price ate the wages of labour, attd the profifs 
of stock, 120; but afterwards he includes taxes, 1!^1; th6 ifigeni- 
0U8 obscurity 6f his book the only fbundatiofi of its' rejiutatfohv 
ibid. 

, his thfeoty of the valufe of thfe pre^iouii metals, ^^, 

, the 'foundation of Ihfe en'ors of his systfeitfr, '30ft. 
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Ricardoy School of, its doctrine of price, or exchangeable value, 1. 8. 
Robertson, his mistake in accounting for there being only one great city 

in Peru and Mexico, 52. 
Rome, lands in the vicinity of Rome paid perhaps as little rent as those 

of the distant provinces, reason, 97. 
Rom^ dominion, its tendency to promote the prosperity of conquered 

nations, 110. 

S. 

Say, his theory of the value of the precious metals, 273. 

Sea monopolized, 38. 

Seat of demand for agricultural produce, upon what established, 68. 

■ in India, upon what establish- 
ed, 82. 

■ , if without equivalents to offer 



in exchange, must depend upon their oub land, 104. 
Ships, their supreme importance to England, 229. 
Sidon, cause of its opulence, 62. 

Smith, Dr., agrees to a certain length with the Quesnay school on the 
subject of the formation of exchangeable value, 4. 

-^ y his opinion of Quesnay and his works, 6. 

, admits a third component part of price beyond the two of 
Ricardo, 120. 

, definition of monopoly price defective, 280. 
-, his mistake respecting capital, 308. 



Spain, the number of her convents accounted for on political-economic 

principles, 171. 
Sports of the lower orders, decay of, a national evil, 338. 
Streams, their value, 32. 
Stock, definition of, 135; produced by labour, 187. 



Taxation, progress of, with the progress of society and luxury, 106. 

, simplicity of, the greatest additional weight that could be giveo 

to taxes, 114. 
Taxes, admitted by all writers to be ultimately incident upon one or 

more of the component parts of price, 5. 

, their incidence in the agricultural state of society, 23. 

, incontrovertibly form a component part of price, 122. 
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Taxes of England, their effect on importations, and price, 195; bene- 
ficial in existing circumstances, 197 ; but in the event of the in- 
struments of other nations becoming as efficient as our own, the 
reverse would be the case, 198. 

Torrens, Colonel, his inconsistency explained, 191. 

Tucawee, 166. 

Tyre, cause of its opulence, 62. 

V. 

Value, exchangeable, see Price. 

-, errors arising from this word being used without any fixed and 

definite meaning, 42. 
^ senses in which it is used by Smith, ibid ; confusion of different 



kinds of, by M^Culloch, 43. 
~ in exchange, definition of, 136. 

— in use, definition of,, ibid. 

— in esteem, definition of, ibid. 

— in costs, definition of, ibid. 
-, real, definition of, ibid. 

— according to M. Say, ibid. 

— relative, money the measure of, 278. 



Voltaire, his ridicule of the theory of the Economistes, 7. 

W. 

Wealth, according to Smith, value in exchange, 4; according to Malthus, 

every material thing necessary, useful, or agreeable to man, 64. 
, definition of, 136. 

Y. 

Young, Arthur, his opinion of the doctrines of the Economistes, 11. 

• , thinks the doctrine of the ultimate incidence of taxes a 

most dangerous absurdity, 115. 



THE END. 
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